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Some New 
Types of 
BARBER 
APPLIANCE BURNERS 


These new Barber models are useful for the needs of many appliance 
makers. The slotted cap burner No. L-50 will be found very adaptable in any 
long, narrow combustion chamber, and when heat must be uniformly distrib- 
uted over a wide surface, and “spot heating" must be avoided. It is so de- 
signed that the units composing the assembly can be mounted end-to-end to 
” make a very long row of single jets, or placed side by side to make a bank 
of burners. The manifold and intake are adequate to supply gas to a large size 
multiple assembly. If you have a problem of this nature, let our engineers submit 
a layout sketch showing the possibilities of this unit. The slotted cap jet burner 
No. C-440 is designed for applications requiring a large size burner. It is made up 
in two sections for ease of installation in entrance doors too small for one circu- 
lar burner of the same diameter. 


Barber Gas Appliance Burners, and Barber Conversion Burners, in numerous 
shapes and sizes, are specifically designed for the individual requirements of all 
gas appliances, and equipped with the proper jets to suit the purpose and the type 
of fuel—natural, manufactured, or LP gas. Any Barber-equipped appliance has 
THE most essential element for satisfactory operation—the proper burner unit. 





Ask for latest complete Catalog on Barber appliance 
and conversion burners, and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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stands for Federal and state regu- 
lation of both privately owned and 
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and operated utilities, on a fair and 
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Typical steam-temperature chart from a large 

central station boiler equipped with B&W Spray 

Atemperators shows uniformity of final superheat 
temperature. 


,_- Steam-flow chart shows wide load variations on 
“the same boiler throughout the corresponding 
period of operation. 
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Fig. 1: Intermediate location 

of attemperator reduces alloy 

requirements . . . overcomes 

unbalanced temperature con- 

ditions in second stage super- 
heater. 
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For many high-temperature boiler installations, B&W 
Intermediate Spray Attemperation provides the most 
effective means of superheat control, and often at demon- 
strably lower cost than other types. Located between 
primary and secondary superheaters, Spray Attemperators 
offer the obvious economy of reduced alloy-tube require- 
ments by maintaining uniform tube temperatures in the 

n second stage, where temperatures are highest (see Fig. 1). 
Harmful impingement of spray water on pressure-piping sur- 
faces is effettively prevented by a special venturi liner, 
which also assures rapid evaporation of the spray water and 

dry steam to the second stage superheater (see Fig. 2). 


These facts help explain why so many power companies prefer 

B&W Spray Attemperation. Have your B&W represent- 

ative explain fully its advantages for safe, efficient 
high-temperature operation. 
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Fig. 2: Special venturi-shaped liner 

mixes atomized spray with steam, 

away from direct contact with pres- 
sure piping surfaces. 
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ye thirty-first annual convention of 
the American Gas _ Association, 
scheduled for the Palmer House, Chi- 
cago, October 17th to 20th, will feature 
an impressive array of gas industry re- 
sources. It is with pleasure that we de- 
vote this issue of Pustic UTIvitiEs Fort- 
NIGHTLY to feature articles and other ma- 
terials of special interest to the gas indus- 
try in both its operating and manu factur- 
ing branches. Judging by the awe-inspir- 
ing exhibition of the Gas Appliance Man- 
ufacturers Association last year at At- 
lantic City, we know that the 1949 meet- 
ing is being’ looked forward to by the 
leadership as well as the rank and file of 
the industry. 


WE have been fortunate, editorially, in 
obtaining a special message for this issue 
from Ropert W. HENDEE, president of 
the association and president of the Colo- 
rado Interstate Gas Company, Colorado 
Springs, Colorado. Mr. HENDEE’s presi- 
dency of the American Gas Association 
during the past year spotlights the rapid 
growth of natural gas. As the various 
pipe-line systems stretch from the Texas 
panhandle and the Hugoton fields in Kan- 
sas and other producing areas to the east- 
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ROBERT W. 





HENDEE 


ern coastal cities within the short space 
of the few postwar years—we seem to 
hear in reverse that commendable advice 
once given to the youth of America by 
Horace Greeley. In the case of the nat 
ural gas industry, it would take the para- 
phrased form of “Go East, young indus- 
try, go East.” 


* a * 


te of the most vexatious growing 
pains which any expanding indus- 
try—such as the natural gas industry 

is bound to experience is the problem of 
equalizing production with demand. Be- 
cause of special considerations of Federal 
and state regulatory jurisdiction, the nat- 
ural gas industry must give its best 
thought to production with relation to 
regulation. For this reason, the governor 
of Kansas—one of the largest producing 
states—who also happens to be the chair- 
man of the Interstate Oil Compact Com- 
mission, should command careful atten- 
tion when he discusses the problem of 
conflicting state and Federal jurisdiction 
over the natural gas industry. , 





ESPECIALLY prepared for this issue of 
Pusiic UTILities ForTNIGHTLY is the 
challenging article “FPC’s Bid for Added 
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Public Utility Securities 


For many years The First Boston Corporation 
has been a leading underwriter of public 
utility bonds, preferred and common stocks 
and also a major factor in the maintenance 
of primary markets for these securities. 


Our facilities are always available to issuers, 
institutions and dealers who wish to discuss 
any phase of public utility finance, marketing 
problems or day-to-day trading activities. 
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FIRST BOSTON 
CORPORATION 
100 BROADWAY, NEW YORK 5, N. Y. 


Boston PITTSBURGH CHICAGO 
PHILADELPHIA CLEVELAND San FRANCISCO 
Private Wires to all offices 
Unitep States GovERNMENT SECURITIES + STATE AND MunicipaL Bonps 


InDusTRIAL, Pusiic Utitity anp RaiLroap Bonps AND Stocks 
CANADIAN AND Foreicn Bonps - BANK AND INSURANCE ComMPANY STOCKS 
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Power over Natural Gas” ( beginning on 
page 534). The author is GOVERNOR 
FRANK CARLSON of Kansas, who, as al- 
ready stated, is also chairman of the In- 
terstate Oil Compact Commission. Gov- 
ERNOR CARLSON was born and raised in 
Kansas and educated at Kansas State 
College. He began his career as a farm- 
er and stockman. He went to the Kansas 
state legislature in 1929, becoming Re- 
publican state committeeman in 1932. He 
was elected to the 74th Congress of the 
United States from the sixth Kansas dis- 
trict and reélected through the 79th Con- 
gress. He was elected governor of Kan- 
sas in 1948. 


* * - * 


. UPPLEMENTING GOVERNOR CARLSON’S 
S article on the need for limiting Fed- 
eral control over natural gas, is another 
special article on Federal and state rela- 
tionship with respect to oil and gas con- 
servation. It is written by another Kan- 
sas statesman, U. S. SENATOR ANDREW 
F, SCHOEPPEL, and begins on page 542. 
Likewise born and raised in Kansas, 
SENATOR SCHOEPPEL attended Kansas 
University and, following naval air serv- 
ice in World War I, graduated from the 
University of Nebraska Law School 
(LLB, ’22). After some local law prac- 
tice, he was appointed chairman of the 
Kansas Corporation Commission in 1939. 
Beginning in 1942 he became a two-term 
governor; elected Senator in 1948. 
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W. B. HEWSON 


Ho.iey Por, whose article on the 
e transportation characteristics of 
the natural gas industry begins on page 
551, is a well-known national authority of 
many years standing in the oil and gas in- 
dustry. He is at present a natural gas 
consultant with offices in New York, 
Washington, and Chicago. A native of 
Oklahoma, who has spent his entire busi- 
ness career in some phase of the oil and 
gas industry, Mr. Poe, until he came to 
Washington, was head of the natural gas 
section of the American Gas Association. 
He organized the natural gas and natural 
gasoline division of the Petroleum Ad- 
ministration for War. 
* * ok * 


W B. Hewson, whose article on 
e public relations at the commu- 
nity level begins on page 557, is assistant 
vice president of the Brooklyn Union 
Gas Company. He was formerly publicity 
and advertising manager and still has 
charge of these functions. Mr. Hew- 
SON majored in economics at Princeton, 
from which he graduated in 1933. His 
subsequent business career has been with 
Brooklyn Union Gas Company. He is 
also first vice president of the Public 
Utilities Advertising Association. 


THE next number of this magazine will 
be out November 10th. 


_o- 
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Remington Rand’s 





new punched-card collating reproducer 


—where can it save you money? 


Curtain going up . . . on Remington ceivable and general accounting records 
Rand’s new Collating Reproducer... and reports. 

latest in an unbroken line of outstanding You can lease or buy this tested and 
punched-card developments . . . that cut proved machine... available not in 18, 
record-keeping costs. not in 12, not in 6 months—but on normal 

In one operation, it compares, punches, delivery schedules! 

interfiles and segregates 90-column tabu- Full information from all branch of- 
lating cards—automatically —in order to fices, coast-to-coast. Or write: Accounting- 


verify, group extend, code, decode, in-file Tabulating, Management Controls Divi- 
and out-file. An invaluable aid to public sion, Remington Rand Inc., 315 Fourth 


utilities in preparing billing, accounts re- Ave., New York 10. 





FOR THE FINEST PUNCHED-CARD MACHINES AND METHODS Reming lon Rand 
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Coming IN THE NEXT ISSUE 


BIGGEST SINGLE PIECE OF CORPORATE FINANCING 


The very favorable reception by the investing public of the 
latest offering of American Telephone and Telegraph Company 
convertible debentures is a reflection of careful pianning in 
all details of handling an issue of such great size. Frederick A. 
Wiseman, the company's assistant treasurer, tells the story 
of how an especially trained organization of more than 750 
assist investors from coast to coast in a smooth and skillful 
execution of this gigantic operation. 


WHAT'S IN A NAME? PART I. 


Ever since the public service industry became established, 
various public utility companies have followed their own tra- 
ditions for the naming of plant buildings and other great 
structural works. Sometimes they have been named after leading 
executives, sometimes after local personages whose activities 
made such buildings and construction possible. Sometimes pro- 
motional pioneers were honored. This 4-part article is the 
result of a personal survey by the author, J. Louis Donnelly, 
into the origin of the names of public utility buildings and 
structures. 


TOP MANAGEMENT TIPS FROM EMPLOYEES 


The author, S. W. Rubenstein, has been long active in the 
handling of employees’ suggestions for the Philadelphia Elec- 
tric Company as well as director of the National Association of 
Suggestive Systems, organized in 1942. This is an account of 
how well this interesting technique pays off. 


SPECIAL APPENDIX, PUBLIC UTILITIES SECTION, 
AMERICAN BAR ASSOCIATION 


OCT. 27, 1949 





Here is published in full text, Part | of an important series 
of addresses on questions of public interest delivered at the 
annual meeting of the Section of Public Utility Law of the 
American Bar Association, held in St. Louis, Missouri, September 
5, 6, 1949. The concluding Part Il of this special appendix will 
be carried in the November 24th issue of PUBLIC UTILITIES 
FORTNIGHTLY. 


* 


A lso . . « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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“Fipeline Men Call it 
THE TOUGHEST INCH 


The Big Inch and Little Big Inch are much 
longer. Other pipelines have more “inches” 
of diameter. But none has been tougher 
to build than the Columbia Gas System’s 
“Toughest Inch.” Rugged men and massive 
machinery are fighting the mountains and 
rocks and rivers of West Virginia to lay this 
giant steel tube from near Charleston, W. 
Va., to Rockville, Maryland. 


The results will be well worth the battle. 
When completed next year, this line will 


The Columbia Gas System, Inc. 


120 East 41st Street, New York 17, N. Y. 


help meet the increasing demands for nat- 
ural gas in the nation’s capital. And in 
Baltimore, more than a quarter million fam- 
ilies will gain for the first time the advan- 
tages of the cleanest, most convenient, most 
economical of all standard fuels. 

This is a rugged project. But it is typical of 
American engineering, continually working 
to advance the country’s living standards. 
The Toughest Inch is a typical Columbia 
Gas System effort, too—characteristic of the 
natural gas industry’s desire to serve more 
people with more of nature’s best and most 
wanted fuel. 

This year, The Columbia Gas System, Inc., 
Columbia Engineering Corporation and 18 
operating subsidiaries will distribute more than 
250 billion cubic feet of gas to customers in 
seven states and the District of Columbia. 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 


Gustav METzMAN 
President, New Y ork Central 
Railroad. 


Wittiam M. Tuck 
Governor of Virginia. 


EpiroRiAL STATEMENT 
The Wall Street Journal, 


F Gerorce E. Soko_sky 
Columnist. 


James F. ByRrNEs 
Former Secretary of State, 


ALFRED E, DriIscoLi 
Governor of New Jersey. 


. Maurice H, STans 
Member, American Institute of 
Accountants. 
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“Our competitors not only are subsidized with public 
funds while the railroads pay their own way, but the taxes 
which the railroads pay go, in part, to help these subsidized 
competitors compete with us.” 


* 

“My voice, in or out of public life, always will be heard 
in opposition to all proposals to undermine our state and 
local governments with unnecessary Federal grants in aid, 
and particularly in the field of education.” 


* 


“The best thing that could happen now to an economy 
with an anxiety neurosis would be a little relief from 
more wild medication, If the government does start 
injecting us again with inflation we had best all hold onto 
our hats.” 


* 


“Economy, without efficiency, is an ancient bureau- 
cratic device—and an expensive one. It is a method for 
wasting money while giving the public the appearance 
of doing something to save money. Actually, it is robbing 
the public of an adequate service for which it pays.” 


* 


“Where we will wind up no one can tell. But if some 
of the new programs seriously proposed should be 
adopted there is danger that the individual, whether 
farmer, worker, manufacturer, lawyer, or doctor, soon 
will be an economic slave pulling an oar in the galley 
of the state.” 


* 


“Federal aid for education is a tragic mistake. I am 
convinced that there'are sufficient tax funds in the United 
States, if properly used, to permit every state to provide 
funds for education, free from Federal domination. We 
cannot build a sound educational system on divided 
responsibility.” 


* 


“It is . . . ‘economic illiteracy’ which makes it difficult 
to dispel predominant beliefs of labor and the general 
public that corporations make exorbitant amounts of 
profit, that corporations conceal their profits, and that 
Capitalists who own them gain unreasonably from the 
efforts of labor.” 


12 
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© Open upward smoothly, easily 
Save floor and wall space 
Coil completely out of way 

@ Rugged all-metal construction 
@ Extra all-around protection 

@ Motor or manual control 


You get better door 
service at lower cost in 
Kinnear’s combination of 
efficient coiling upward 
action and protective, all- 
metal, interlocking-slat 
construction. Kinnear 
Rolling Doors give you 
maximum use of space 
around doorways. They 
open and close with 
smooth, time-saving ease, 
year after year. They defy 
wind, weather, or intru- 
sion. Electric push-button 
operation available, with 
remote controls if de- 
sired. Kinnear Rolling 
Doors are built in any 
size, for new or old con- 
struction. Write today. 










“The KINNEAR Manufacturing Co. 


Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio { 


1742 Yosemite Ave., 
San Francisco 24, California 


Offices and Agents in Principal Cities 
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14 REMARKABLE REMARKS—( Continued) 


W. G. VoLLMER 
President, Texas & Pacific Railway 
Company. 


W. WALTER WILLIAMS 
Chairman, National Committee for 
Economic Development 


WINSTON CHURCHILL 
Former Prime Minister of Great 
Britain. 


EMIL SCHRAM 
. President, New York Stock 
Exchange. 


EarL BUNTING 
Managing director, National 
Association of Manufacturers. 


CHESTER I. BARNARD 
President, Rockefeller Foundation 


EpitoriAL STATEMENT 
New York World-Telegram. 
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“There is a lot of earnest and persuasive talk about the 
government providing individual security. And there are 
many people who believe the government can do that. 
But we know, if we are willing to be realistic, that the 
government cannot provide security. Only the people can 
do that.” 

* 


“Because our generation has lived through one of the 
worst depressions in history, we are obsessed by the 
difficulty of maintaining high employment, The real dan- 
ger may not be that we fail to maintain reasonably high 
employment but that we take action . . . which threatens 
the progressiveness and freedom of the system.” 


> 


“Tt must occur to sensible people to ask themselves how 
it is, if the American system is wrong, that the American 
democracy of 140,000,000 hard-working people are able 
to keep themselves at a far higher standard of life than 
we are and are able to lend us a helping hand and give us so 
much aid and bear so large a part of our burden.” 


* 

“I believe that the present Federal tax structure is ac- 
tually causing a creeping paralysis in our economy that 
has alarming implications for the future expansion, pro- 
ductiveness, and resilience of business enterprise. It is hav- 
ing this effect primarily by impeding the creation and 
flow of venture capital, the lifeblood of a progressive 
economy.” 


oa 


“Socialism is a theory of political organization employ- 
ing government ownership of the means of production 
and distribution. The individual loses his freedom and 
becomes a tool of big government, with no protection or 
appeal from its decisions. The products of his labor are 
shared with others, and he works when, where, and how 
he is told.” 


> 


“More and more it is coming to be understood how fun- 
damental the faults and limitations of communication are 
to the ills of human society, Misunderstanding and lack 
of understanding breed fears and hostilities in even small 
and intimate groups. Conversely, good understanding 
based upon intelligible communication is the first step to- 
ward codperation.” 


> 


“There are numerous grounds for distrusting the idea 
of government economic planning. One of them, we think, 
is that government planning is bound to be slow and be- 
hind time, bound to be influenced by politics, bound to lack 
flexibility because government planners, once they have 
charted a wrong course, will keep on it too long rather 
than risk losing political face by promptly admitting er- 


ror. 
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ENGINEERING AND 
CONSTRUCTION SERVICES 
FOR GAS PLANT 
EXPANSION 


EXPERIENCE IN DESIGN: 


United, with over 60 years’ experience, offers you the services of en- 
gineering specialists in the design of plant expansion involving founda- 
tions, buildings, boiler plants, fuel handling, gas-production apparatus, 
gas-handling equipment, gas holders, compressors, and other gas- 
plant apparatus. 


EFFICIENT APPARATUS: 


United has pioneered major developments in water and coal-gas pro- 
duction. Its advanced gas engineering provides efficient, high capacity 
and durable apparatus. 


ECONOMICAL CONSTRUCTION: 


United has large, well organized forces for gas-plant and general 
construction work, experienced in expediting and delivery of materials, 
handling of labor forces, and trained in installation of equipment with 
minimum disturbance to operation. 


EXPERIENCE IN OPERATION: 


United has experienced plant operators for securing the most efficient 
results. Operators of long experience in many plants, under various 
operating conditions, are available to put apparatus in satisfactory 
operation. 


UNITED ENGINEERS & CONSTRUCTORS INC. 


With a background of over sixty years’ experience 
NEW YORK 17 PHILADELPHIA 5 CHICAGO 2 
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recent 
C-E steam generating units 


for utilities 
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EDGE MOOR 
POWER STATION 


DELAWARE POWER & LIGHT COMPANY 


T: C-E Unit illustrated here is one of two duplicate units now in 
process of fabrication for the Edge Moor Power Station of the 


Delaware Power & Light Company at Edge Moor, Delaware. 


Each unit is designed to produce, at maximum continuous capacity, 


600,000 Ib of steam per hr at 1300 psi and 950 F. 


These units are of the radiant type with 3-stage superheaters and 
economizer surface in the last pass. Fuel gas leaving the economizer 


passes through precipitators and thence to tubular air preheaters. 


The furnaces are fully water cooled, using closely spaced plain tubes, 


and are of the basket bottom type, discharging to sluicing hoppers. 


The units are pulverized coal fired, employing Bowl Mills and Ver- 
tically-adjustable, Tangential Burners. Burners are arranged for the use 


of oil as an alternate fuel when desired. B-342A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N.Y 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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After a recent cyclone snarled up power lines 
near St. Louis, one bright spot was the speed 
with which normal service was restored. 

The KBS-8 above is one of a group of 
International Trucks that helped out in the 
emergency. Crews were able to pitch in fast 
on their job because rugged, dependable In- 
ternationals were ready to pitch in fast on 
their job. 

Truck dependability, power and stamina 
are important not only in emergencies but 
also throughout the year. An unreliable truck 
on a utility job can tie up expensive equip- 
ment and manpower, wreck maintenance 
schedules. 

That’s why it always pays to have rugged, 
dependable International Trucks working for 
you. International’s complete line includes 22 


INTERNATIONAL VW 


to the story of a twister! 


basic models, 1,000 truck variations ranging 
in GVW from 4,400 to 90,000 pounds. 

In addition to its complete line, Interna- 
tional offers complete service facilities wher- 
ever you drive a truck. America’s largest 
exclusive truck service organization — 4,700 
Dealers and 172 Company-owned Branches — 
stands behind every International. You’re al- 
ways ‘close to precision-engineered parts, 
factory-rebuilt exchange units, factory-trained 
mechanics. 

For complete information, visit your near- 
est International Truck Dealer or Branch. 

International Harvester Builds 
McCormick Farm Equipment and Farmall 


Tractors . . . Motor Trucks 
Industrial Power...Refrigerators and Freezers 


Tune in James Melton and “Harvest of Stars” 
NBC, Sunday afternoons 





INTERNATIONAL HARVESTER COMPANY + CHICAGO 





TRUCKS 
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Southeastern Pennsylvania is 

growing in homes, in businesses and in importance to the 
nation. Today, practically all of the people of these expand- 
ing communities depend upon gas for service, comfort and 


reliable economy. 


The United Gas Improvement Company, and its subsidiaries, 
supply gas to many of the communities in this area. It 
operates the municipal gas works of the city of Philadelphia 
—the largest of its kind in the country. And it takes pride 
in helping the American Gas Association prove, through 


growth and accomplishment, that GAS has got it. 
— 


We extend greetings to the American Gas Association at its 


convention in Chicago, October 17-20. 


THE UNITED GAS IMPROVEMENT COMPANY 


Philadelphia, Pennsylvania 
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TO SAINT LouIS 


WE continue our story of progress with the con- 
version of Saint Louis and Saint Louis County to 
straight NATURAL GAS. 


This conversion, along with an increase in the 
supply of gas, makes it possible for our more 
than 300,000 customers to enjoy to a greater 
extent the comfort, the convenience, and the 
economy of the magic blue flame. 


THE LACLEDE GAS LIGHT COMPANY 
SAINT LOUIS, MISSOURI 
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EBASC t) SERVI CE & Two Rector Street, New York 6, N. Y. 





That’s why many companies are 
turning their problems over to 
EBasco procurement—experi- 
enced purchasing, expediting, in- 
—— and traffic men who see 
the job through from start to 
finish. 


YOU GET WHAT YOU WANT 


Purchasing men make nation- 
wide or world-wide search for 
products, machines, fabricating 
facilities. They write the con- 
tract on the best terms for you, 
and see that these terms are 
satisfactorily fulfilled. 


PRODUCED—AS SPECIFIED 


Expediters and inspectors keep 


here’s the answer 
to your 
procurement 
problems 


Obtaining and getting 
delivery of materials 
or equipment to meet 
your requirements is 
essential to prevent 
costly delays in your 
business operations. 


your job moving on schedule 
through the supplier’s plant . . . 
inspect and test materials, on 
the spot . . . make sure they’re 
“tas specified” before they leave. 


DELIVERED ON TIME 


Traffic men handle your ship- 
ment via any type of carrier— 
rail, water, express, highway or 
air . . . clear it all along the 
route ... get it to where you 
need it, when you need it. 


For procurement control you can 
depend on, turn your problem 
over to Epasco. Our 40 years of 
accomplishment assures you of 
expert purchasing, expediting, 
inspection and traffic services. 


INCORPORATED 


Inspection & Expediting - Insurance & Pensions - Purchasing 
Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic 


Appraisal - Budget - Business Studies - Consulting Enginesting Fpasco Teamwork  .\*, C, 
Design & Construction - Financial - Industrial Relations 0005 things done © EB NG % 


s08 COMEry, 


anywhere *, 
in the world, 


e 
? 
* * 
Tas consv™* 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


October 27, 1949 





Grinnell Company, Inc., Providence 1, Rhode Island. Branches: Atlanta * Buffalo * Charlotte * Chicago * Cleveland 
long Beach * Los Angeles * Milwaukee °* Minneapolis 








Keeping stainless steel STAINLESS 





++. a typical problem in fabricating alloy piping 


@ Heat a piece of stainless steel pipe to bend 
it and right away you're up to your ears in 
metallurgical complications. To begin with, 
stainless steel isn’t just one alloy. There are 
hundreds of different types of stainless steel, 
each selected for its resistance to corrosion 
or its stability at high temperatures. To 
maintain the metallurgical properties which 
dictate the choice of a particular alloy steel, 
you have to know the temperature range 
within which this steel may suffer excessive 
metallurgical changes. And you have to 
have specialized equipment to maintain the 
precise control necessary to avoid these 
hazards. 





Grinnell pipe fabrication equipment in- 
cludes specially designed gas-fired radiant 
heat furnaces for this precisely controlled 
heat treatment of stainless steels and other 
alloy steels. Multiple burners are strategi- 
cally located to distribute temperature uni- 
formly and to prevent harmful flame im- 
pingement. Precision instruments regulate 
temperature and time. 

It’s an intricate business . . . fabricating 
alloy steel piping. It’s a job for Grinnell 
prefabricating plants because Grinnell has 
the equipment and modern methods, the 
interpretive engineering, the metallurgical 
research facilities and the skilled personnel. 


ma GRIN NELL 


Cranston * Fresno * Kansas City * Houston °* 


New York * Oakland * Philadelphia * Sacramento * St. Lovis * St. Pavl * San Francisco * Seattle * Spokane 
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Type “CT” Square 
Tubing Tee Connector 


Radiation 





Line of Contact Close to 
Bolts for Effective Pressure 


A complete line of Delta-Star square tube connectors is avail- 
able to choose from. You'll find the exact shape and size you 
need. No longer is it necessary to lose time shopping for . ii 

* 2 >, , > 7 . : _ ype 4, ” re 
connectors to meet your specific requirements. Tubing to ie 





These connectors take less time to install. Your installation Connector 


costs are reduced to a minimum. Whenever possible the con- 
nectors employ interchangeable halves, eliminating the need 
to keep them in pairs. 


Special design of Delta-Star square tube connectors assure 
a lasting, low resistance installation. They are cast to exact 
size of high-strength copper alloy in Delta-Star’s own foundry. 
Not being machined, the surface strength is left intact. The 
rough surfaces dig into the copper bus to form numerous high 
pressure contact points and to prevent slipping. All connec- 
tors are equipped with heavy ‘“‘Duronze”’ bolts with lock- 
nuts. Temperature rise will not exceed that of the bus. 

For further details ask for Publication 4107 or have your Type “CS” Square 


engineers consult the factory or our nearest district represen- Tubing Straight 
tative Connector 


C COMPANY = : oe = 


MAIN OFFICE AND FACTORY 2400 Block, Fulton St., Chicago 12, Ill 





CANADIAN ASSOCIATE 
NEW YORK OFFICE 140 Cedar St. New York 6, N. Y 4 ine Materials Limited 
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More-for-your-money... 
DODGE dob Rored” TRUCKS 


PRICED 
WITH THE 
LOWEST! 






New Dodge B-2 Series Chassis Features 


@ SUPER-FRICTION CLUTCHES. Large frictional areas. 
""Job-Rated” for smooth action and long life. 


@ RUGGED 3-, 4 or 5-SPEED SYNCHRO-SHIFT TRANS- 
MISSIONS—'"‘Job-Rated” for the load. Carburized 
gears; heat-treated shafts; liberal use of antifriction 
bearings throughout. 

@ FULL-FLOATING REAR AXLES . . . Hypoid design; 


banjo-type housing . . . “Job-Rated” for the load. 
Long life . . . low upkeep cost. 


New vonce 8-2 Series 
Engine Features! 


NDED BRAKE LININGS (no rivets) prolong 
Scho tia. e FAMOUS DODGE L-HEAD TRUCK ENGINES . . . 


, “Job-Rated” for your loads; save gas, oil. 
e@ CROSS-TYPE STEERING . . . Sharp turning angle; 


: ’ implied parking. oe COMPLETELY SPLASH- AND DUST-PROOF 
easier handling . . . simpli P ELECTRICAL SYSTEM .. . with high-output gener- 
@ SAFETY-LOCATED GAS TANKS . . . Outside the cab, ator. Resistor- type spark plugs, and high- -output 
NOT inside! coil, insure amazingly smooth engine operation; 

x * * longer plug life. 
NEW STEERING COLUMN GEARSHIFT . . . Standard @ EXHAUST VALVE SEAT INSERTS .. . resist 
equipment on 2-, %- and 1-ton models with 3-speed 


wear and pitting; reduce valve grinding. 


e@ REPLACEABLE PREFITTED MAIN BEARINGS... 
reduce maintenance costs. 

“RIGHT-SPOT” HAND BRAKE . . . under the center of © FULL-PRESSURE LUBRICATION 
the cowl . . . right where you want it. Standard on 
all Ya-, %- and 1-ton models. Provides unobstructed 
floor space; easier passage through either cab door. 


transmissions . . . provides easier handling, more 
unobstructed floor space, greater safety of operation. 


- positive 
pressure to main, connecting rod and camshaft 
bearings and camshaft drive, prolongs engine life. 


e FULL-LENGTH CYLINDER COOLING . . . 4-RING 
ALUMINUM ALLOY PISTONS . . . OIL-BATH AIR 
CLEANER, and many other money-saving features! 











yy These New B-2 Series Dodge “Job-Rated” Trucks . . Feature 

for Feature, Price for Price, Value for Value—with any other trucks! 

They’re More-for-Your-Money . . . Any Way You Look at Them! 
See Your Dodge Dealer .. . and Save Money! 


356 BASIC CHASSIS MODELS, RANGING FROM 4,250 TO 23,000 LBS., G.V.W. 
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| sd * North Carolina Independent Telephone Association begins annual convention, Pinehurst, | 
| N. C.g OS, | 
} | 
| F | * Kansas City Section of Institute of Radio Engineers begins meeting, Kansas = | 
| City, Mo., 1949. y 
— 
| 
S24 | q Engineers Council for Professional Development ends annual meeting, Ch zo, Ill., 1949 
& | g « , SS z a ai mecting, Chicago, [ii., ° | 
| 
S | § Mid-Southeastern Gas Association will hold annual meeting, Raleigh, N. C., Now. 10,11, | 
1949. 
} | 





Independent Natural Gas Association of America begins annual meeting, Dallas, Tex., 
1949. 
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South Carolina Independent Telephone Association begins annual convention, Columbia, 
Ss. C., 1949, 
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National Reclamation Association begins meeting, Salt Lake City, Utah, 1949. 


—_ 
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| 
| 
| 
Pennsylvania Electric Association, Communications Committee, begins meeting, Phila | 











T ‘ 
} delphia, Pa,, 1949. 
F * American Hater Works Association, Ohio Section, ends annual meeting, Dayton, Ohio, 
1949 
Sa | * National Electrical Manufacturers Association will hold annual meeting, At a> 
; & lantic City, . Now. 14 49 = 





| S | § New Jersey Utilities Association will hold annual meeting, Absecon, N. J., Now. 18, 19, 
i 1949 





| M * American Water Works Association, North Carolina Section, begins annual meeting, 
1 Southern Pines, N. C. 49. 











Te 4 Florida Telephone Association begins convention, Daytona Beach, Fla., 1949 
| 4 Oklahoma Telephone Association begins convention, Oklahoma City, Okla., 1949. 





W | 4 American Petroleum Institute ends annual meeting, Chicago, lil., 1949, 
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Stripping Natural Gas 


; . vation plant of United Gas Corporation serving 
se Houston, Texas, area. 
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The ’49 Gas Roundup 


Assured progress of the industry evinced by heavy 
expenditures for new construction and expansion 
of existing facilities and by the better understanding of 
its varied problems. 
By ROBERT W. HENDEE* 


PRESIDENT, AMERICAN GAS ASSOCIATION 





HE thirty-first annual convention 

of the American Gas Association 

foreshadows the close of a most 
successful association year. It is a year 
that witnessed the beginning of what 
may prove to be one of the greatest ex- 
pansion periods in the entire 133-year 
history of the gas industry. 

The association’s committee on eco- 
nomics recently resurveyed the con- 
struction program of the gas industry 
for the 5-year period 1948-1952. The 
committee estimates that more than 
$3.5 billion will be spent in this period 
on new construction and expansion of 


_*For personal note, see “Pages with the 
Editors.” 
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present facilities. Of this amount 
nearly $1 billion will be spent in 1949. 

Most of this phenomenal expansion 
will take place in the natural gas indus- 
try. Federal Commission 
authorizations have been granted and 
construction has started on new long- 
distance transmission lines to bring 
natural gas to the eastern seaboard. 
Staten Island, Philadelphia, and some 
communities in New Jersey now are re- 
ceiving natural gas. Nearly 200 miles 
of the 1,840-mile transmission line that 
will bring natural gas to metropolitan 
New York have been laid, Natural gas 
in New England is expected in the not 
too distant future. 


Power 
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The Federal Power Commission re- 
cently reported the authorization, dur- 
ing the first half of 1949, of construc- 
tion of 4,900 additional miles of nat- 
ural gas pipelines costing $374,820,- 
900. This new construction will bring 
total natural gas pipe-line mileage to 
264,300 miles and will add about 2 
billion cubic feet of daily delivery 
capacity to the nation’s pipe-line sys- 
tems. Completion of these projects will 
bring increased consumption of natural 
gas, but our geologists assure us that 
our country today has ample reserves 
of this valuable fuel and that there is 
every indication that, based on past his- 
tory, new discoveries and expansion of 
estimates of proved recoverable re- 
serves should continue to exceed pro- 
duction for some years to come. 


8 Bow association’s committee on nat- 

ural gas reserves reported proved 
natural gas reserves at the end of 1948 
were 173.6 trillion cubic feet, an in- 
crease of about 7 trillion cubic feet over 
the previous year, despite withdrawals 
of about 6 trillion cubic feet. A decade 
ago the proved recoverable reserves 
were estimated at 85 trillion cubic feet. 
In ten years our proved natural gas 
reserves have more than doubled, while 
withdrawals have advanced from 
slightly less than 4 trillion cubic feet to 
the 6 trillion cubic feet produced last 
year, 

Progress in the gas industry in the 
past year by no means was confined to 
its rapid growth in customers and 
volume of sales. Perhaps of more im- 
portance has been the closer under- 
standing on the part of the different 
branches of the gas utility industry of 
the problems of the other branches. 
This mutual understanding largely has 


resulted from the efforts of the gas in- 
dustry to sell itself to the public 
through the association’s promotion, 
advertising, and research (PAR) plan. 

Acceptance and utilization by gas 
utility companies and gas appliance 
manufacturers of progressive results 
achieved under the research program of 
the PAR plan is an example of the 
unity of our industry. New gas-mak- 
ing processes, increased efficiencies in- 
corporated in the domestic utilization 
of gas through improved burner de- 
sign, nitrogen removal processes, 
establishment of basic formulae for 
mixing various types of gaseous fuels 
—these are but a few of the many 
achievements of the gas industry re- 
search program. 


Ss" NDID unity also has been achieved 
in the gas industry in its promo- 
tional and selling efforts. Concentrated 
sales drives, sparked by promotion and 
advertising programs initiated under 
the PAR plan, met with outstanding 
success. The “Gas Has Got It” cam- 
paign, designed to increase the sale of 
automatic gas ranges, was the first fully 
codrdinated campaign ever launched 
by a completely unified gas industry. 
During this campaign approximately 
$8,000,000 was invested by AGA, the 
Gas Appliance Manufacturers Asso- 
ciation, by gas utility companies, gas 
appliance manufacturers, and dealers 
in national advertising, newspaper ad- 
vertising, radio, trade paper advertis- 
ing, direct mail, and other promotional 
efforts—all aimed at a single objective. 
As a result of this drive sales of auto- 
matic gas ranges built to CP standards 
increased nearly 300 per cent, and sales 
of all gas ranges gained about 20 per 
cent last year. 
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THE °49 GAS ROUNDUP 


The momentum generated through 
the concentration of all of the gas in- 
dustry’s forces has carried on with in- 
creased power this year and is now 
being directed toward new objectives. 
AGA, the water heater division of 
GAMA, gas utility companies, gas 
water heater manufacturers and deal- 
ers are united in a “Court of Flame” 
campaign that already has lifted sales 
of automatic gas water heaters above 
the all-time high records of 1948 in 
several territories. 


hens this codrdinated industry 
effort is reaching a powerful 
crescendo in the Old Stove Roundup, 
a promotional campaign created to re- 
place a million or more of the 15,000,- 
000 outmoded and obsolete cooking ap- 
pliances now on gas utility lines with 
modern, automatic gas ranges that 
offer today’s housewife the newest de- 
velopments in cooking efficiency. 


The enthusiastic support being given 
this campaign by nearly 400 gas utility 
companies, 60 gas range manu- 
facturers, and more than 30,000 deal- 
ers throughout the nation is very in- 
dicative of the progressive, competitive 
spirit that today imbues the gas indus- 
try. 

Rising costs of labor and materials 
necessitated applications by many gas 
utility companies for higher rates. 
These rate increases were granted in 
most instances. Some of the increased 
revenue will be reflected in this year’s 
earnings of these companies and the 
full benefit will show in next year’s 
earnings statements. 

With its increasing resources and ex- 
panding facilities, and with the closely 
coordinated unity of effort that has 
been exemplified in the past year, the 
future prospects of the gas industry 
look very bright. Next year holds 
promise of continued progress. 


(For brief schedule of American Gas Association meeting, see page 565.) 





a we are talking about economic security and 
similar advantages, we are talking about an increase 
in the standards of living. It seems to me that we cannot escape 
the fact that such an increase must be accompanied by an in- 
crease in the producing capacity of the average individual. I 
don’t see any way to escape the conclusion that increased stand- 
ards of living and the progress that follows depends upon an 
increase in the productiveness of the individual. As a matter 
of fact, I don’t see any reason why we should want to escape it. 

“It is worth remembering that output per man in this country 
has increased on the average about 2 per cent a year. Mere 
continuation of this trend would mean a future full of better 
things for more people. But it is my own feeling that the tre- 
mendous gains which have been achieved by machine techniques 
may be substantially matched when we learn to make better 


use of ourselves as people.” 


—Henry Forp II, 


President, Ford Motor Company. 
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FPC’s Bid for Added Power 
Over Natural Gas 


The attempt of the Federal Po 


wer Commission to regulate gas 


we 


gathering by independent producers, on a public utility basis, 

transcends, in the opinion of the author, the commission’s 

powers and, if permitted, would have a serious effect on the 
consumer's future supply. 


By tHe Honoraste FRANK CARLSON* 
GOVERNOR OF KANSAS 


HEN early man tied a stone to 

a stick to make a war club, 

and created fire by the friction 
of rubbing sticks, he began his up- 
ward trek from the animal kingdom. 
Through the ages since, man has used 
heat and light to speed the progress 
of civilization. Coal from the decay- 
ing ruins of ancient vegetation dis- 
placed wood for fuel; then oil and gas 
were found. Their convenience and 
efficiency excel other fuels as man 
outclasses the animals. 

Gas, the luxury fuel of our modern 
civilization, might be likened to the 
Cinderella of industry. The immense 
expansion of distribution now being 
made, and planned for the immediate 
future, is proof that this Cinderella 


*For personal note, see “Pages with the 
Editors.” 
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gas has blossomed into a Princess, with 
an expanding kingdom. 

It is difficult now to understand why 
the finding of a gas well in early days 
was looked upon as a misfortune by 
the oil well driller. That the market 
for natural gas was slow in developing 
has not been wholly a problem of eco- 
nomics. 

Human psychology and the inertia 
of settled custom were delaying fac- 
tors. Now we begin to fear, if dis- 
tribution will be overbuilt and if free 
enterprise will be so throttled by Fed- 
eral control, that the incentive to find 
and produce gas will be lost. 

The concern today of states produc- 
ing gas is to gain for our people the 
fruits of commerce in sharing our 
luxury with less fortunate states. We 
must, at the same time, see that this 
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FPC’S BID FOR ADDED POWER OVER NATURAL GAS 


gift of nature is conserved and not 
dissipated carelessly. 

It is evident to many that those 
entrusted with our state government 
hold our Constitution in higher regard 
than do those in our Federal govern- 
ment. There is one amendment to the 
Constitution for which executive 
Washington has shown less and less 
regard, as time goes on. That amend- 
ment provides that “The powers not 
delegated to the United States by the 
Constitution, nor prohibited by it to 
the states, are reserved to the states 
respectively, or to the people.” Fed- 
eral indifference to this amendment is 
responsible today for confusion in the 
administration by state and Federal 
governmental authorities. Driven by a 
desire for power, Federal administra- 
tive bureaus have projected themselves 
into fields not granted them under the 
Constitution or by Congress, 


eet upon state sov- 

ereignty by the intrusion of 
Federal bureaucrats into the regulatory 
fields of the states is on the increase. 
For a few years after the passage of 
the Natural Gas Act, in 1938, the 
Federal Power Commission stayed 
within the field of regulation alloted 
it by Congress—the interstate trans- 
mission of natural gas. The departure 
from this field has been both real and 
threatened. 

Of all industries, interstate trans- 
portation and sale of natural gas have 
probably grown the fastest in recent 
years. Gas is not only the most efficient 
burning fuel, the most versatile in 
fulfilling the needs of industry, but the 
most convenient and desirable for 
domestic use. Topping all this, how- 
ever, is its present low cost. 


It is being brought up from thou- 
sands of feet below the earth’s surface, 
transported hundreds of miles, and sold 
as a competitive fuel in coal areas, at 
below the cost of all other fuels. 
Wherever it is made available, it is 
highly competitive with other fuels 
upon a comparable heat content basis, 
without considering its efficiency and 
convenience. It will be sought after by 
industrial and domestic consumers up 
to this competitive cost basis, where a 
healthy balance should be struck, 


5 enw balance is a natural result of 
the play of the competition of free 
enterprise. Competition on a relative 
cost basis is the yardstick on which our 
free enterprise system functions. 
Where industry is freed from monop- 
olistic practices and governmental re- 
strictions, free marketing of gas on a 
competitive basis results in a healthy 
condition both to the seller and the 
consumer. It insures to the seller in- 
centive to find and produce gas; to the 
consumer it insures a future supply at 
a price not dictated by scarcity. Yet 
there are those in our Federal govern- 
ment who would operate our economy 
on a new-found economic principle. 
The Federal Power Commission, un- 
der its present membership, would 
class all gas sold to interstate carriers 
as subject to utility restrictions. The 
producers of gas would be allowed 63 
per cent earnings on their capital 
investment, less depreciation. This 
might sound good to the ultimate 
consumer who has been misled, grossly, 
by the misrepresentations of those who 
would regulate. The “catch” in this 
philosophy is that it takes free enter- 
prise to find gas; utilities only sell it 
in a protected market. 
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PUBLIC UTILITIES FORTNIGHTLY 


American people have one charac- 
teristic exclusive in nature. The in- 
fusion and diffusion of blood of many 
European nationalities has made the 
average American different. He is 
different because he has escaped from 
the restraint of European govern- 
ments. In America he has been free 
to compete. These are the conditions 
under which the American “creative 
spirit” has been born. 


I’ the American “creative spirit” is 
harassed and throttled by bureau- 
cratic assaults, we will drop to the level 
of those nations who look to us for 
leadership and aid. We will become 
as helpless as Britain, who, we are told, 
now admits that her free medicine and 
other socialistic experiments will come 
to an end when the supply of American 
dollars fails. 

If bureaucratic control refuses the 
reward to those who dare venture in 
hazardous wildcat undertakings, the 
consumer will be the one who finally 
suffers. 

An amendment to the Natural Gas 
Act is now before Congress which 
would leave with the states exclusive 
regulation of production and gather- 
ing of natural gas. It would prohibit 
the Federal Power Commission from 
dictating to the independent producer 
and gatherer, not a natural gas com- 
pany, the maximum price he ‘could 


=e 


receive for his gas sold to the inter- 
state carrier, 

Commissioner Olds, whose views 
are supported by the majority leader 
of the members of the Federal Power 
Commission, opposing the passage of 
this amendment, stated before the In- 
terstate and Foreign Commerce Com- 
mittee of the House, that his commis- 
sion must regulate the price obtained 
for all gas sold to an interstate carrier 
for transmission through its lines. If 
this is not done, he says, a monopoly 
will result, and the public will be forced 
to pay exorbitant prices for this gas. 


.~ MISSIONER Olds testified that 
the Federal Power Commission 
has not yet attempted to regulate these 
sales into interstate commerce by 
independent producers and gatherers, 
but that the commission will, unless 
Congress, by a specific amendment to 
the Natural Gas Act yet to be passed, 
prohibits it. Said Olds: 

There would be no potential regula- 
tion on a sound basis to restrain the 
big interests who dominate the coun- 
try’s major natural gas reserves, from 
demanding monopoly prices, for they 
alone control large blocks of integrated 
reserves required by the present pipe- 
line markets, and they alone can 
provide the capital necessary to per- 
form the large-scale marketing and 
processing functions, 


The commissioner stated that twelve 


“WHEN carly man tied a stone to a stick to make a war 
club, and created fire by the friction of rubbing sticks, 
he began his upward trek from the animal kingdom. 
Through the ages since, man has used heat and light to speed 
the progress of civilization. Coal from the decaying ruins 
of ancient vegetation displaced wood for fuel; then oil and 


gas were found.” 
OCT. 27, 1949 
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independent producing companies have 
established a monopolistic trend on gas 
sales to interstate pipelines. He gave 
the amount of gas these companies sold 
and the price received. By his own fig- 
ures, these twelve companies, which, 
he asserts, tend to exert a monopoly on 
gas sales, averaged 44 cents per thou- 
sand cubic feet of gas sold. All other 
companies, according to an analysis of 
Mr. Olds’ figures, received an average 
for their gas sold of 5.4 cents per 
thousand cubic feet. These “monop- 
olistic interests,’ which marketed 
more than half of all the gas, received 
therefore 23 per cent less per thousand 
cubic feet than the other companies 
not so charged. 


y. veges unique idea propounded 
to the House Interstate and 
Foreign Commerce Committee is that 
the Federal Power Commission would 
regulate independent producers and 
gatherers according to their size. Com- 
missioner Olds stated that “We should 
not gamble on the hope that competi- 
tion in the sale of gas in the field would 
adequately protect the consumer from 
unreasonable charges.”” He bemoans 
the fact that, without such authority 
to regulate the price obtained by the 
producer and gatherer, such producer 
and gatherer would be allowed for his 
gas what he could obtain in the free 
competition of the open market, “un- 
less,”’ said he, “it would be conclusively 
proved that the transaction was tainted 
with fraud, collusion, or lack of arm’s- 
length bargaining.” 

Mr. Olds proceeds upon the convic- 
tion that bigness in business is of itself 
acrime. Yet bigness out of small be- 
ginnings is what made America. Many 
of our industries have come from the 


energy, the ability, the “creative spirit,” 
as I choose to call it, of our pioneer 
industrialists. This “creative spirit” 
motivated the old-time “empire build- 
ers” who extended our railroads 
throughout the nation ; the enterprising 
individuals who founded the great mail 
order firms whose catalogues and sales 
literature reach every country home; 
the automobile builders, few in num- 
ber, but great in their operations. And, 
of course, this “creative spirit” domi- 
nated Henry Ford, who founded per- 
haps the world’s greatest individual 
industrial empire. This question now 
arises under bureaucratic control: 
When will our present Federal govern- 
ment put the brakes on individual 
effort, on that “creative spirit” of 
American industrialists? This fear 
pervades the independent producers 
and gatherers of natural gas. It has 
been vividly portrayed in the recent 
hearings before the Senate Interstate 
and Foreign Commerce Committee, 
as is hereafter cited. 


| “9 it be understood that I am not an 
advocate of monopoly. I believe 
that our antitrust laws, if defective, 
should be amended and strengthened. 
I believe above all that small business 
should have every protection against 
monopoly. I believe that our anti- 
trust laws should be energetically 
enforced against all who violate them; 
not by a bureaucratic Federal Power 
Commission, but by our Supreme 
Court which interprets law and by the 
Department of Justice which enforces 
law as provided for by our Constitu- 
tion. 

Mr, Olds further stated: “No occa- 
sion would arise for the commission 
to regulate the farmer or other indi- 
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Changing Views on Gas Discovery 
ad is difficult now to understand why the finding of a gas well in 
carly days was looked upon as a misfortune by the oil well driller. 
That the market for natural gas was slow in developing has not been 
wholly a problem of economics. Human psychology and the inertia of 
settled custom were delaying factors.” 





vidual producer of natural gas.’”’ Gas 
in my state, which contains the largest 
known gas reserves, is found under the 
lands of farmers. The only remunera- 
tion the farmer receives for the gas 
taken out from underneath his prop- 
erty, is paid to him in the form of a 
royalty, usually one-eighth of what the 
producer of the gas receives for his 
gas. There are thousands of farmers 
in my own state who would, ii no un- 
certain terms, correct Commissioner 
Olds’ impression that his regulation of 
the price paid for their gas has no effect 
on them. 

These threats of entry into regula- 
tory control of the gas business by the 
Federal Power Commission have un- 
doubtedly restricted the amount of gas 
reserves to be made available through 
interstate carriers to the “have-not”’ 
states. In the before-named hearings 
before the Interstate and Foreign 
Commerce Committee of the House of 
Representatives, a competent developer 


of oil and gas properties, a man who 
for many years was chairman of the 
Mineral Board of the State of 
Louisiana, and conservation commis- 
sioner of that state, pointed out that 
the threat of a Federal bureau to make 
the production and gathering of gas 
subject to public utility regulation al- 
ready has bound up from public use 18 
to 20 trillion cubic feet of gas reserves 
in that state alone. He pointed out that 
the bottling up of these reserves could 
result only in a restricted market and 
a rise in the price to the ultimate 
consumer. 


J. eer of a prominent 
independent oil and gas producer 
of Texas, in the Gulf coast area, testi- 
fied that much Texas gas is being with- 
held from the market for the same 
reason. 
Another independent oil and gas 
producer from Arkansas testified that 
there are 57 pools in his area from 


OCT. 27, 1949 538 








FPC’S BID FOR ADDED POWER OVER NATURAL GAS 


which gas is not being sold for the 
same reason. This operator testified: 
“The tragic result of this situation is 
to prevent the consumers of the United 
States from having these new sources 
of gas made available to them.” 

Time and again at these hearings, 
Congress has been told that the inde- 
pendent producer and gatherer of gas 
would withhold his gas from inter- 
state markets rather than submit to 
utility regulation. 

The cupidity of the present Federal 
Power Commission has asserted itself 
in another instance. In this case it 
strikes close to home in my own state. 
The question here was: “May the Fed- 
eral Power Commission exercise juris- 
diction over transfer by a ‘natural gas 
company’ of gas leases on undeveloped 
acreage, or is that commonly followed 
practice an activity related to produc- 
tion and gathering of natural gas 
specifically excluded from the jurisdic- 
tion of the Federal Power Commission 
by the Natural Gas Act?” 

And, “Is the Federal Power Com- 
mission empowered by the Natural Gas 
Act to extend its regulatory jurisdic- 
tion to activities over which the cor- 
poration commission of the state of 
Kansas has and exercises jurisdiction, 
thereby interfering with the efficient 
performance by the corporation com- 
mission of its statutory duties ?” 


8 ig-eoy questions arose over the 
fact that a power and light com- 
pany, operating within the state, over 
which the corporation commission 
exercises regulatory jurisdiction, serv- 
ing more than 50,000 Kansas gas 
users, sought to protect its future 
supply by contracting with a gas- 
producing company for gas underlying 


5 


leases in a large gas field within the 
state of Kansas. These leases had been 
transferred to a producing company by 
an interstate transporter of gas, classi- 
fied as a natural gas company. The 
Federal Power Commission sought to 
the transfer, and, hence, the 
contracting of gas to the Kansas Power 
& Light Company, which faced insuffi- 
cient future supply. 

The corporation commission of 
Kansas intervened in the case before 
the United States Supreme Court, in 
the carrying out of its duties in the 
regulation of production and gathering 
of natural gas within the state, in the 
interest of conservation, the protection 
of correlative rights, and the preven- 
tion of waste of a valuable irreplace- 
able natural resource. 

The Federal Power Commission 
asserted that “a natural gas company” 
may not remove from its reserves any 
acreage which it represented was avail- 
able for the supply of its markets when 
it sought and obtained a certificate, 
without first obtaining the consent of 
the Federal Power Comniission. The 
intervener argued before the court that 
it is the statutory duty of the corpora- 
tion commission to lend assistance to a 
gas utility with a dwindling supply, 
serving over 50,000 citizens, to secure 
adequate reserves to enable it to con- 
tinue service. 


stop 


6 fen corporation commission as- 
sumes this function in its require- 
ment that a public utility, operating 
within Kansas, render sufficient and 
efficient service at reasonable rates. It 
argued that the Federal Power Com- 
mission was unwarrantedly and un- 
authorizedly interfering with the cor- 
poration commission’s legitimate and 
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earnest efforts to achieve complete ful- 
fillment of the purpose and intent of 
the laws with respect to conservation 
of natural gas, enacted by the legisla- 
ture of the state of Kansas. 

The corporation commission argued 
that the Federal Power Commission’s 
interference would render ineffective 
the carrying out of the corporation 
commission’s statutory duties as to 
prevention of waste and the protection 
of correlative rights in a natural 
resource. 


- argued also that the Natural Gas 
Act specifically excludes from the 
jurisdiction of the Federal Power 
Commission the production and gath- 
ering of natural gas. It argued fur- 
ther that Congress had not intended to 
give jurisdiction to the Federal Power 
Commission already exercised by the 
state commissions in carrying out 
their statutory duties. 

The United States Supreme Court 
rendered a decision which, in effect, 
restrained the Federal Power Commis- 
sion from interfering with the enjoy- 
ment by Kansas citizens of the use of 
Kansas gas as a fuel. That Supreme 
Court decision gives new hope that the 
states may yet have an ally in preserv- 
ing to them the powers which they did 
not give the Federal government under 
the Constitution. 


YQ) 


@ 


A’ chairman of the Interstate Oil 
Compact Commission, and gover- 
nor of a state having leading gas re- 
serves, I have had called to my attention 
a paragraph contained in a report of 
staff members of the Federal Power 
Commission : 

It is my definite opinion that the 
proper and adequate conservation of 
petroleum and natural gas, and other 
hydrocarbons, and the prevention of 
wastage thereof, cannot be satisfac- 
torily accomplished through state con- 
trol, either individually or by means 
of state compacts ... It is therefore 

.-my recommendation that appropriate 
Federal legislation be enacted com- 
pletely controlling production and con- 
servation of natural gas or other hy- 
drocarbons in the United States. 


Although this recommendation was 
1ever openly adopted by the Federal 
Power Commission, it was passed on, 
furtively, to the Interstate and Foreign 
Commerce Committee of the House of 
Representatives. I might add that the 
special subcommittee to which this re- 
port was given, gave the Interstate Oil 
Compact and the states a clean bill of 
health on the regulation of oil and gas, 
and the enforcement of conservation of 
these natural resources. It decisively 
turned down the bill which was then 
submitted to them, providing for Fed- 
eral regulation of these natural re- 
sources. Since that time the Federal 
Power Commission still seeks other 


“THROTTLED free enterprise will curtail its cfforts to find 

new supplies, or, finding them, will preserve them for utilisa- 

tion within the state where produced, where free enterprise 

still exists. The ultimate consumer in nongas-producing 

states may find, if these conditions are not remedied, that he 

will enjoy a regulated price for gas without the gas.” 
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ways to expand the powers given it by 
the act under which it operates. 

A brief appraisal of the producer- 
consumer gas situation, as it now ex- 
ists, might be made thus: 

The gas consumer market is expand- 
ing enormously, Projecting and build- 
ing of interstate transmission lines has 
reached a feverish stage. 

More than one-half the natural gas 
offered for interstate transmission is 
produced by twelve independent 
producers. 


6 brane twelve independent gas pro- 

ducers had been designated by 
Commissioner Olds, then leader of the 
majority views of the Federal Power 
Commission, as establishing a monop- 
olistic trend. 

Olds’ own figures, given at the same 
time he made his monopolistic charges, 
when analyzed show that these twelve 
companies are receiving 23 per cent less 
for their gas than all the others named. 

Olds puts Congress on notice that the 
Federal Power Commission, of which 
he was the majority leader, unless 
stopped by Congress, will place the 
producers of over one-half the gas sold 
in interstate commerce on a utility 
basis, and limit their earnings to a 
utility return on their undepreciated 
investment. 

He puts Congress on notice that he 
will class as monopolists these large 
independent producers not natural gas 
companies, and regulate them on a 
utility basis, because they alone can 
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provide the capital to produce and 
gather the gas necessary to supply 
interstate lines. 

Congress has been put on notice by 
industry gas producers of high stand- 
ing, that trillions of feet of natural gas 
are being withheld from interstate 
transportation because of threats of 
Federal Power Commission control. 
This gas is being held for market 
through intrastate lines within the 
state where produced. 


C» MISSIONER Olds, in_ effect, 
served notice to Congress that he 
was taking over the duties of the 
United States Supreme Court and the 
Department of Justice in the adminis- 
tration and interpretation of the anti- 
trust laws by “rule of thumb,” against 
the independent gas producers. 

Throttled free enterprise will cur- 
tail its efforts to find new supplies, or, 
finding them, will preserve them for 
utilization within the state where pro- 
duced, where free enterprise still ex- 
ists. The ultimate consumer in nongas- 
producing states may find, if these 
conditions are not remedied, that he 
will enjoy a regulated price for gas 
without the gas. 

I repeat here, as I have stated many 
times before, that my hope for the pres- 
ervation of free enterprise and free 
competitive markets to make available 
assured future gas supplies for all 
states at reasonable prices lies with our 
Congress, now considering appropriate 
legislation. 





“MonopoLty eventually reaches the point, as has been demonstrated 
in Europe, where it must swallow the state or the state must swallow it. 
I think we have shown firmly in this country that the people do not want 


Socialism.” 
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—Apotr A. BERLE, Jr., 
Professor, Columbia University. 
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State and Federal Relations 


As to Conservation 


Consideration of the functions and limitations of local 

and national authorities, and responsibility of private 

interests in the preservation and utilization of gas and 
oil resources. 


By THE HonoraBLE ANDREW F. SCHOEPPEL* 
U. S. SENATOR FROM KANSAS 


F I should try to encompass a small 
fraction of the ramifications sug- 
gested in this topic, I am afraid 

that I would still be discussing it until 
the next winter season. Certainly there 
is a great deal to be said on the subject 
“State and Federal Relations As to 
Conservation.”’ At the outset, however, 
let us briefly recall some of the simple 
fundamentals that make up this prob- 
lem, 

The United States, and every other 
country on the face of the globe, has ac- 
quired its economic status by virtue of 
three things. The first is its natural re- 
sources and their utilization. The 
second is its labor which translates 
those natural resources into the things 
we eat, the clothes we wear, the build- 
ings which house us, and the thousands 


*For personal note, see “Pages with the 
Editors.” 


upon thousands of products which we 
use and enjoy. The third is the capital 
which furnishes the tools and imple- 
ments necessary for labor’s use in 
processing those natural resources into 
the finished products, 

The whole process of the industriali- 
zation which has transformed our 
country from a wilderness into a mod- 
ern system has been the manifestation 
of these three fundamental factors 
which work toward the creation of 
wealth. The progress which we have 
made has been the result of the wealth 
of natural resources which we have 
had, the ingenuity, skill, and indus- 
trious character of our labor, and the 
farsightedness of those who controlled 
and invested capital. The task of com- 
bining these three factors with the de- 
gree of success which we have enjoyed, 
could only have taken place under a sys- 
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tem of government such as ours which 
permitted and encouraged private en- 
terprise, and which has historically 
always recognized and respected the 
worth of the individual. No scheme of 
collectivism could have achieved it. 

As we have traveled along the road 
of our nation’s development—going 
slowly at first and then at an ever- 
increasing tempo, the problems relat- 
ing to the three basic elements have be- 
come infinitely more complex. What at 
first was most simple is now compli- 
cated to a point which challenges the 
ingenuity of everyone of us. 


5S Bes wise use of our natural re- 
sources is certainly no exception 
to this general rule of increasing com- 
plexity, Our modern standard of living 
requires the use of a great deal more of 
our natural resources than was for- 
merly required. The prudent husband- 
ing of those resources has, therefore, 
become of increasing importance and is 
now just beginning to be a widely 
recognized problem of public concern. 
Today, as never before, we are think- 
ing in these terms. You can hardly pick 
up a newspaper and you certainly can’t 
pick up one of our more serious 
periodicals without noticing discus- 
sions of the conservation of our water 
resources. That subject is particularly 
in vogue in the public press today. The 
public attention has been directed to 
conservation of our forests for some 
years now. The general awakening of 
the need of conservation of our soil 
resources and our minerals has 
occurred somewhat more recently. 
The problems of conservation of oil 
and gas have, I feel, received somewhat 
less attention in the public mind than 
they deserve. Some realization was 
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brought about during the war. We all 
remember the days of gasoline ration- 
ing. We recall what happened when we 
were out of gasoline tickets. It made 
no difference whether you owned a $50 
jalopy or a $5,000 Cadillac—if there 
was no gasoline to go into the tank, the 
car was completely useless. For that 
period of time during which gasoline 
was available to civilians in only re- 
stricted quantities, the economic value 
of hundreds of millions of dollars 
worth of property was temporarily 
destroyed. Except for a limited use and 
for the prospect of an end to the 
shortage of the products of this natural 
resource, all of that property might as 
well have been junked. 


erp was a passing phenomenon 

of the war days in a very real 
sense and on a much broader scale will 
be the fate of a great deal more prop- 
erty if we are either unwilling or un- 
able to effectively conserve our natural 
resources and some day in the future 
find that we have exhausted them. 

But even with this object lesson, the 
average man in the street is still slow 
to appreciate the problem of conserva- 
tion of oil and gas. This is doubtless 
due to the fact that these resources by 
their very nature are such that they are 
not too clearly understood by the aver- 
age person. This group knows that 
after spending a lifetime studying oil 
and gas reserves, the best minds in the 
industry have done little more than 
scratched the surface. Certainly the 
problem of proper conservation and 
sound utilization of them has not gone 
unnoticed. 

I trust that I will not be charged with 
being unduly idealistic if I should sug- 
gest that the very cornerstone upon 
OCT, 27, 1949 
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which our program for conserving our 
natural resources is erected, is that 
principle or aim which we try to ex- 
press when we use the rather trite 
phrase “‘the public interest.” It is hard 
to put it in words. Through repetition 
we sometimes only becloud the issue. 
But after all is said and done the pur- 
pose of our conservation program and 
the purpose for which this organization 
is created and for which it has long 
labored so diligently, is that which is 
expressed in that phrase. We here seek 
to foster those things which will utilize 
our petroleum resources so that the 
American people will ultimately be best 
served. 


6 ber ever-growing problem of how 
to best effectuate sound utilization 
of natural resources has of course long 
since crossed state boundaries, and in 
so crossing it has become a matter of 
Federal concern as well as a problem 
of the various states involved. The 
states have done much to deal with it. 
The Federal government has likewise 
done some things. Admittedly, both 
have a mission to fulfill. 

Of one thing I am absolutely certain : 
The public interest, which is the para- 
mount consideration in this field, 7s not 
to be served by having the conservation 
of oil and gas considered as a contest 
wherein the Federal government on the 
one hand is pitted against the states on 
the other. 


This is not a Federal versus State 
issue—it must be a cooperative effort 
wherein the Federal and the state gov- 
ernments attack the problem jointly 
and with common objectives. If we 
fail to keep this as our firm aim, we can- 
not hope to do the kind of job which is 
necessary for the good of everyone. 

Let me hasten to add that anything 
as complex and difficult as this subject 
is, will inevitably lead to many prob- 
lems. All of these problems will not be 
answered by a wave of the hand. Many 
times we have had differences of 
opinion between the states and the Fed- 
eral government and I suspect we shall 
continue to have them. But just be- 
cause we have problems and just be- 
cause there are these differences of 
opinion there is no basis for losing 
sight of the fact that they must be 
solved codperatively and that both in- 
strumentalities of government must 
work together to achieve the necessary 
results. 


I HAVE always believed that the pri- 
mary responsibility for conservation 
should rest with the state governments. 
There are many inherent advantages to 
having this form of local control. 
While a great many things about oil 
and gas production are universal in 
their application, each locality has its 
own particular problems which vary in 
greater or less degree from those of 
other areas. No swivel-chair strategist 
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“Our modern standard of living requires the use of a great 
deal more of our natural resources than was formerly re- 
quired. The prudent husbanding of those resources has, 
therefore, become of increasing importance and is now just 
beginning to be a widely recognized problem of public 


concern.” 
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in Washington can possibly have the 
intimate knowledge of the particular 
problems that are peculiar to the local 
area. Rules which are perfectly adapt- 
ed to general situations frequently are 
unsound in some situations. The ex- 
perience of the states shows how hard 
it is to cope with problems on even a 
statewide basis. It is infinitely harder 
to cope with these situations on a na- 
tion-wide basis. 

However, I believe there is another 
even more cogent reason why the pri- 
mary control should be localized as 
much as possible. State government by 
its very nature is closer to the people. 
An independent operator dealing with 
his own production problems can al- 
ways climb into his automobile and go 
to his state conservation regulatory 
body. He knows the individuals with 
whom he must deal. He can talk to 
them and they with him. His situation 
can be appraised and effectively dealt 
with. And perhaps most important of 
all this can be done speedily. 

On the other hand, it is simply im- 
possible for any Federal agency to 
work on such intimate terms with an 
industry and to deal effectively with in- 
dividual situations. Regardless of how 
much justification there is for some 
course of action and how urgent the 
matter is, the days are bound to roll into 
weeks and the weeks into months be- 
fore the problem can be properly ad- 
justed. 


Sin adage that the best kind of gov- 
ernment is that which is closest to 
the people is nowhere more clearly 
demonstrated than in the field of con- 
servation. I firmly believe that any time 
we overlook this principle we are tak- 
ing the wrong road to solving our coun- 


try’s various conservation problems. 

We must recognize, however, that 
this problem of state boundary lines 
does exist and in many respects Fed- 
eral instrumentalities have to be 
utilized. A perfect example can be 
found in the case of the Connally Hot 
Oil Act which effectively dealt with a 
problem in which the states were 
powerless. Nor is the matter of the 
interstate transportation of illegally 
produced oil the only situation wherein 
the limitation of state authority exists. 
No state has any authority over im- 
ports of oil and yet certainly this is an 
important phase of our conservation 
program. It can only be dealt with by 
the Federal government. 

Dealing first with the role of the 
states, let us constantly keep in mind 
that there is no adequate substitute for 
doing a good job. In all phases of local 
government the best way to keep the 
Federal government’s nose out of the 
state’s business is to have the state see 
that its business is taken care of prop- 
erly. It has long been too well estab- 
lished to now be questioned that the 
agitation for Federal regulation of oil 
and gas production came from both 
real and fancied derelictions on the part 
of some states. I always contended, 
and I contend now, that those derelic- 
tions were much more fancied than 
real. At the same time we have to ad- 
mit that some of them did exist and 
gave a measure of plausibility to the 
argument for Federal control. 


ie so far as I am aware today, there is 
very little demand for such Federal 
regulation. I think this is a tribute to 
the job which the states have done. But 
just as certainly as “the price of liberty 
is eternal vigilance,” so is the price of 


545 OCT. 27, 1949 











OE PELE 


z 
ei 





PUBLIC UTILITIES FORTNIGHTLY 








State Responsibility for Conservation 
“. . the primary responsibility for conservation should rest with the 
state governments. There are many inherent advantages to having this 
form of local control. While a great many things about oil and gas 
production are universal in their application, each locality has its own 
particular problems which vary in greater or less degree from those of 
other areas. No swivel-chair strategist in Washington can possibly have 
the intimate knowledge of the particular problems that are peculiar to 
the local area.” 





freedom from threats of Federal inter- 
vention to be obtained only by a con- 
tinuance of a high level of state per- 
formance. I will go further and say 
that undoubtedly there is still plenty of 
room for improvement, and everyone 
interested in the cause of sound con- 
servation must continue to see an im- 
proved level of state control. 

Not only must states do a good job 
but I think they must do a “fair” job. 
While state instrumentalities are carry- 
ing on conservation, they must not lose 
sight of the fact that they are doing a 
job not for themselves alone as a pro- 
ducing area, but for the ultimate good 
of the whole nation and its people. 

To accomplish that end, complete co- 
Operation among the various states is 
of course indispensable. The Interstate 
Oil Compact Commission is the most 
vital force in achieving that coOpera- 
tion. It is that need which the compact 
fills. It is that purpose to which it is 
dedicated. While any of us could make 


= 
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a long speech in praise of the work 
which this compact has done, let me 
just repeat the statement which has 
often been made—that this compact is 
the finest example of voluntary co- 
Operative effort among state govern- 
ments that this nation has ever seen. 


S much for the functions of the 
states. The Federal government 
too must play its role. The Connally 
Hot Oil Act and the matter of imports 
are classic examples of the job that is 
to be done at the national level. The 
problem of petroleum imports is an in- 
creasing one. The magnitude of Near 
Eastern reserves has the greatest sig- 
nificance to this country and to its oil 
industry. The inaccessibility of these 
reserves in time of war is a matter of 
grave concern. Either crude oil or re- 
fined products from the Near East can 
be laid down on our seaboards, so long 
as they are accessible to us at all, at a 
price which is below our domestic abil- 
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ity to produce. They have been coming 
in increased quantities in spite of the 
duty levied upon them. If they are al- 
lowed free access to our markets it is 
inevitable that they will certainly drive 
out all of our marginal production and 
probably most of our relatively flush 
production. The effect it would have 
upon the search for new production is 
obvious. 

It is unnecessary to go into the need 
for domestic production as a prerequi- 
site for national defense. Of course, ¢ 
plentiful supply of petroleum from our 
own resources has just saved us from 
extermination in one war and will be 
necessary to protect us if war ever 
comes again. 

The problem of the importation of 
foreign petroleum and petroleum prod- 
ucts is of the gravest concern to our 
country today. It is a situation with 
which the Federal government must 
deal. It calls for the very best thinking 
and the wisest action that it can pos- 
sibly receive. 


Shes solution of this one problem 
alone is a good-sized task, but it by 
no means exhausts the list of activities 
for Federal action. The Federal gov- 
ernment is, as we all know, the largest 
landholder in the country, and as such 
it is the biggest lessor of oil production 
properties, both actual and potential. 
Here again time certainly will not per- 
mit a detailed discussion. There has 
been plenty of discussion on that sub- 
ject before the compact and elsewhere. 
Recognizing, of course, the gigantic 
task that confronts government agen- 
cies in dealing with this problem, and 
making all possible allowances for the 
inevitable shortcomings that have oc- 
curred, there certainly remains a great 
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deal to be done to make the Federal 
government’s practices what they 
should be in this regard. As a nation, 
we will be extremely shortsighted if we 
fail to give increasing attention to the 
problem of sound management of our 
public domain in so far as it represents 
oil-producing potentialities. 

I have had some personal experience 
in dealing with the Department of the 
Interior in connection with oil and gas 
leases on the public domain. The de- 
lays involved are appalling. I think the 
department has admitted that it has a 
tremendous backlog of matters to be 
processed running into the tens of 
thousands. It sometimes appears that 
the slowness with which these matters 
are handled must be intentional—that 
nobody could be that slow on purpose. 
The very best that can be said about it 
is that the development of oil and gas 
on the public domain has been seriously 
retarded by the interminable delays in- 
volved in all of the relationships which 
prospective producers have with the 
government agency. 


| view of the dubious character of 

the record which the Federal gov- 
ernment has made in handling the pub- 
lic domain, the recent drive which has 
culminated in the various court deci- 
sions concerning the tidelands seems to 
take on added significance, Speaking 
for myself, I cannot see the wisdom of 
asserting Federal authority over them. 

By and large, the states, which have 
been recognized owners of these lands 
since the very beginning of our Federal 
government, have done a pretty good 
job of handling them. I am sure that 
the states have done a much better job 
in so far as the tidelands are concerned 
than the Federal government has done 
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as a lessor of the public domain. 

However, at this late hour the execu- 
tive branch has claimed that they are 
Federal property, and so far the judi- 
cial processes have sustained that asser- 
tion. 

Again for myself, I have joined 
with a large number of other members 
of the Senate to sponsor the proposed 
legislation to return them to the states 
and it seems very clear to me that such 
a course would be the better part of 
wisdom. 

Whatever may be the ultimate 
outcome, it is clear that the tidelands 
are an increasingly important addi- 
tional source of production and as such 
they should be developed as wisely and 
expeditiously as possible. 

There is another realm where Fed- 
eral government acts which is bound to 
have an important effect upon con- 
servation. I have in mind the field of 
Federal taxation. The very character 
of oil and gas production is such as to 
require special tax treatment. Indeed, 
it has received consideration as a regu- 
lar and necessary incident to the fram- 
ing of our Federal tax program. The 
old axiom “the power to tax is the pow- 
er to destroy” applies to the oil indus- 
try as it applies to everything else. 


Wm there never has been any 
serious consideration of framing 


a tax law for the admitted purpose of 


adversely affecting conservation, there 
have been frequent attempts to change 
the basis for taxation so as to ignore 
the “wasting asset” character of the 
petroleum production business. 

Any tax structure which does not 
take into account the fundamental 
economic characteristics of the busi- 
ness and does not make possible the 
practicing of sound conservation tech- 
niques is a definite threat to the whole 
conservation program. So here again 
is an important field wherein the Fed- 
eral government must be vigilant to en- 
courage rather than to hinder this im- 
portant cause. 


= Federal government has been 
active in the matter of fostering 
sound research into improved tech- 
niques of production and utilization of 
petroleum from coals, gas, and shales. 
I think it is important to note that this 
is a field in which the Federal govern- 
ment can properly be helpful. Scientific 
development can do much to stretch 
our resources. A more efficient use of 
them will go a long way toward helping 
us have enough to meet our increasing 
needs. 

In all of these particulars our Fed- 
eral government must play its role fair- 
ly and vigorously but at the same time 
it must give full faith and credit to 
state activities. Most important of all, 
in the interests of economy and effi- 


“WHAT was a passing phenomenon of the war days in avery 
real sense and on a much broader scale will be the fate of a 
great deal more property if we are either unwilling or unable 
to effectively conserve our natural resources and some day 
in the future find that we have exhausted them. But even with 
this object lesson, the average man in the street is still slow 
to appreciate the problem of conservation of oil and gas.” 
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ciency, there must be no overlapping of 
functions or duplication of effort be- 
tween the local and national programs. 


S ibes achievement of these ends is 
obviously beset with a great many 
dangers. As already noted, state gov- 
ernments may either fail to do the job 
or do it in too partisan a manner. The 
public interest that must be served is a 
big thing, and all too frequently when 
called upon to deal with only a small 
segment, we are prone to lose sight of 
the effect of what we do upon the 
whole. 

From the Federal side of the picture 
we must recognize that we have entered 
a period of “big government.” There 
exists what seems to be an ever-increas- 
ing tendency to package up all of our 
troubles and woes and ship them to 
Washington just as fast as we can. 
Human nature being what it is, the 
people in the departments and boards 
and bureaus there are perfectly willing 
to take on all this imported grief and 
create more and bigger agencies to 
handle it. It is folly to think that the 
petroleum industry is any different than 
others in that respect. 

In seeking solutions for all of our ills 
and woes, there are many people who 
seem to think automatically in terms of 
having the government get into the field 
of production and distribution, For ex- 
ample, when there is a problem in the 
economic feasibility of building enough 
production facilities for steel, it is al- 
most immediately suggested that may- 
be the government should go into the 
steel-producing business. 

There are always those who are ac- 
tively agitating to have public instru- 
mentalities to acquire the utility serv- 
ices and the transportation facilities. 


Whenever there is the slightest disloca- 
tion of our economic processes some 
people seek refuge in the pipe dream of 
the socialistic state. Of course, they do 
not call it such but the bald fact re- 
mains that at every turn we are being 
offered socialistic programs to meet our 
problems. 


|S ee NG the war it was necessary and 
perfectly proper for the govern- 
ment to assume many activities which 
under any other circumstances would 
be not only unwise but unthinkable. 
However, if this nation is to remain 
great, and strong, and free, we must 
develop the ability to differentiate be- 
tween the emergency treatment given 
to problems in wartime and the normal 
solution to be given economic problems 
in time of peace. 

I am not aware of any programs now 
being actively advocated to put the Fed- 
eral government directly into the oil 
production business. But there is a 
school of thought which constantly agi- 
tates for greater and greater controls 
and for imposing upon the industry the 
most rigid possible system of economic 
regulation. Some of the programs sug- 
gested oust state control pretty effec- 
tively while others approach the same 
end obliquely. At the present moment 
these forces are most active in the nat- 
ural gas field and I am sure it is not 
necessary to spell out to you all of the 
details of this movement. 

Another feature of Federal func- 
tions touching the oil and gas industry 
has been the movement to reserve the 
mineral rights under lands sold by Fed- 
eral agencies. The 79th Congress pro- 
vided quite clearly that the agencies 
dealing with farm lands should make 
full conveyance of mineral rights when- 
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ever the surface title was transferred. 
This is quite important considering the 
amount of lands to which the Federal 
government has acquired title through 
foreclosure by land banks, purchase for 
temporary use during the war, etc. Not- 
withstanding this congressional man- 
date there is a constant tendency, which 
shows itself frequently, to retain at 
least a partial Federal interest in the 
mineral rights, 


|” ipale-agereanng the fact that 
the War Assets Administration 
has been figuratively “rapped over the 
knuckles” several times, not long ago 
another situation developed where in 
transferring 16,000 acres of land at 
Amarillo, Texas, to the Texas Tech- 
nological College, it was reported that 
the subsurface mineral rights were re- 
served to the Federal government. 

Again in view of the record made in 
handling the public domain, one has to 
wonder just what the basic purpose be- 
hind this action is. 

Admitting that the role of the Fed- 
eral government is necessarily becom- 
ing greater in many respects, we still 
must keep ever before us the fact that 
problems are problems whether they are 
solved in the state capital or in the Dis- 
trict of Columbia. By the same token a 
dollar comes out of the taxpayer’s 
pocket whether it is expended by local 
government or by the Federal govern- 
ment, although there may well be a 
difference in the amount of service it 
buys. There is no magic in shifting 
the burden. There is no panacea in 
passing the buck. The problems of con- 
servation must be dealt with. Many of 
them—perhaps I should say most of 
them—can be best handled at home. But 


the way to keep them at home is to deal 
with them there and to use the re- 
sources and ingenuity that we possess 
to solve them fairly, courageously, and 
properly, 

Every day there are arising new 
problems which call for either state ac- 
tion or Federal action or a combination 
of both. None of us can write a 
formula which will solve all of these 
issues in advance. They cannot be 
solved by mere oratory and certainly 
they can only be beclouded by prejudice. 
But they can be solved by constructive 
effort on both sides, 


I jJusT said constructive effort on 

“both sides.”” That is really not an 
accurate statement. In one sense of the 
word I should have said on “all sides.” 
Sound conservation calls for the efforts 
of not only state and Federal govern- 
ments but also by industry in the 
broadest sense of the term. A realiza- 
tion of the basic problem and a willing- 
ness to meet it must be present in the 
thinking of the oil industry from the 
land and geological departments in 
charge of leasing and wildcatting, right 
through to the marketing division. 

Viewed in another light, there really 
are no “sides” as such. We are all in- 
terested in the same result. That in- 
cludes state legislatures and state con- 
servation authorities, the men and 
women in the halls of Congress and in 
the Washington bureaus and offices, in 
the industry, in the ranks of labor, and 
in the field of finance—all of us should 
have a common purpose to use wisely 
the gifts bestowed upon this nation by 
a bountiful providence to the end of a 
better life for us and a full discharge 
of our responsibilities. 
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Is Natural Gas Essentially a 
Transportation Industry? 


Importance of gas transportation relative to all gas utility 

expenditures shown by the rise in pipe-line construction from 

37.7 per cent in 1946 to an anticipated 64 per cent for 1950. 
Record of fabulous growth. 


3y E. HOLLEY POE* 


HERE is probably no industry in 

the country today whose roman- 

tic aspects are so meager that it 
has not been made the subject of some 
historian’s laudatory pen. Yet much of 
the romance of natural gas has thus far 
eluded the imagination of the most 
gifted chroniclers of commercial 
progress. Natural gas—the bastard 
offspring of a feverish wooing of the 
earth for oil—the idiot industry that 
waited and wasted for a decade until 
steel men developed the necessary pipe 
to transport it economically from one 
end of the nation to the other—natural 
gas, the embarrassing boon to manu- 
factured gas companies who doggedly 
resisted its benefits until area after 
area had to be conquered by the sheer 
force of economic inevitability. It has 
been viewed as the towering giant of 





*For personal note, see “Pages with the 


Editors.” 
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industrial doom by the coal industry 
and the railroads. It remains today the 
tempting target of the yearning bu- 
reaucrats who, knowing so little of its 
development, would contribute so 
lavishly to its restriction, 

That would be part of the story of 
natural gas if the writing of that story 
were to be attempted by a venturesome 
and candid commentator. But putting 
the romance aside, as we must for the 
moment, let us view more closely the 
practical economic aspects of the nat- 
ural gas industry as we know it today. 
In the first place, it confronts us with 
a paradox. For the greatest single fac- 
tor in natural gas operation today has 
become the business of its transporta- 
tion. Gas is in truth the most mobile, 
the most fugitive, and yet the least 
transportable of all fuels. We have 
only to leave it alone and it will trans- 
port itself; underground it will creep 
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from one portion of a pool or field to 
another and above ground; if unre- 
strained it will rise swiftly and dissi- 
pate itself for all time into the 
surrounding air. 

Yet transportation is the crux of all 
natural gas expansion, and, because 
natural gas has become the greatest 
single factor in all gas industry expan- 
sion, it can be said that it is to trans- 
portation that the gas industry not only 
owes its continuing growth, but its 
continued sound economic existence in 
the face of all of the competition that 
has been laid upon it by competing 
fuels. 


— only real limit of the trans- 
portation of natural gas today is 
the limitation imposed by economics. 
And even the economic boundaries of 
feasible natural gas expansion have 
been pushed so far that there is now no 
single area in the United States that is, 
because of distance alone, outside the 
practical boundaries of natural gas 
service. It is true, however, that the 
size of the market and the kind of load 
that that market may have to offer are 
determining factors of first importance 
in gas transmission considerations. 

A large market, such as New Eng- 
land, or the New York metropolitan 
area, with a great capacity for gas 
consumption and with a variety of in- 
dustrial users who can balance the 
peaks and valleys of the firm and 
domestic load with off-peak or inter- 
ruptible utilization, is an ideal market 
for gas, regardless of its proximity to, 
or remoteness from, the gas-producing 
fields. 

The very existence of these large 
and diversified markets, at distances 
far removed from the source of gas 
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supply, is, more often than not, bene- 
ficial, fuelwise, to smaller communi- 
ties that may lie much closer to the gas 
fields. 

There are many cities, towns, and 
small communities today that en- 
joy the benefits of natural gas at ad- 
vantageous rates, only because it is 
economically feasible for a large ca- 
pacity, high-pressure line to distribute 
small quantities of gas along the way, 
as it moves toward the profitable areas 
of high industrial and population 
concentration. 


i is only in recent years that natural 
gas has been sought after, and that 
new exploration and drilling have been 
conducted to find it. As recently as 
twenty or twenty-five years ago this 
fuel was regarded as being of economic 
importance only in the limited areas 
where it could be used within a few 
miles distance from the wells that 
produced it. Early in the 1920's nat- 
ural gas produced in the southwest area 
where it occurred, and still occurs, in 
association with the production of oil 
was largely either flared off and wast- 
ed, or made into carbon black, where 
its low value as a raw material often 
made it fruitless from a profit stand- 
point to even lay the gathering lines 
that would be necessary to take it to 
the plants. 

It was in 1924 that transmission 
over a considerable distance first en- 
tered into the active consideration of 
the gas industry, and started the pro- 
found change in its orientation away 
from preoccupation with the manu fac- 
ture of coal and water gas, and toward 
building systems and acquiring loads 
of the type that would make the use 
of natural gas economical. 
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TABLE I 


MILES OF UTILITY GAS MAINS BY TYPE OF GAS 
INCLUDE FIELD, GATHERING, TRANSMISSION, AND DISTRIBUTION LINES 
(From Gas Facts [1948] American Gas Association) 
In Thousands of Miles 


Year Total Natural 
BD rakeia viva ancs 254.8 154.6 
Se 261.0 160.1 
. eos 262.0 162.7 
 Gkcuececax 265.2 165.6 
ee 270.4 173.6 
 _ Fea 274.6 177.1 
ae 277.9 181.8 
a 281.7 184.4 
re 286.8 189.0 
ree 292.0 192.6 
eae 296.2 196.5 
Seer 299.7 203.2 
are Gcurdta 307.5 212.4 
Se Gutides cen 310.8 218.1 
aaa 318.9 226.5 
Bee 331.4 242.9 
ae 346.4 259.4 


Liquefied 
Manufactured Mixed Petroleum 
85.1 15.1 
85.1 15.8 
83.5 15.8 
83.2 16.4 
79.9 16.9 
80.6 16.9 
79.2 16.9 
80.0 17.3 
79.8 18.0 
81.1 18.3 
81.0 18.7 
776 18.9 
75.9 19.2 
72.0 18.7 2.0 
71.1 18.5 2.8 
68.0 15.8 4.7 
67.0 14.2 5.8 





Siew first long-distance interstate 
pipeline, completed in 1925 by the 
Magnolia Gas Company, and running 
214 miles from Webster parish in 
Louisiana to Beaumont, Texas, is one 
of the authentic forerunners of all of 
the pipelines that are in use today. The 
pipe diameters were 18-inch, 16-inch, 
and 14-inch. This line differed from 
the lines of today in its objective, how- 
ever, since it was built primarily to 
supply the Magnolia Petroleum Com- 
pany with gas for use asa refinery fuel, 
while modern lines aim at a much 
greater diversity of uses. 

Following the construction of the 
Magnolia lines there was a period of 
extremely rapid expansion between 
1926 and 1931. This was the period 
that saw the construction of the 170- 
mile, 22-inch Interstate Natural Gas 


Company line from Monroe field to 
Baton Rouge, Louisiana; a 210-mile, 
18-inch line for the Memphis Natural 
Gas Company; a 297-mile, 16-, 20-, 
and 22-inch line for Pacific Gas and 
Electric—the longest all welded line to 
that date—and numerous other proj- 
ects. The earlier lines were soon 
eclipsed by bigger and longer lines. In 
1931 Panhandle Eastern laid 860 miles 
of 20-, 22-, and 24-inch line to carry 
Texas, Oklahoma, and Kansas gas to 
Detroit, and innumerable points en 
route. The same year Natural Gas 
Pipeline Company built its thousand 
miles of 24-inch line, from the Pan- 
handle field in Texas to Chicago. 


AS the longer lines were built, and 
new experience was gained in 


their operation, technical improve- 
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ments in the quality of the pipe used 
and the manner of fabrication enabled 
pipe-line operators to go to higher 
operating pressures. Most lines con- 
structed during the early part of the 
1926 to 1931 period were limited to 
about 500 pounds per square inch 
maximum working pressure. The Nat- 
ural Gas Pipeline Company line was 
the first major exception to this rule. 
Starting out originally at 600 pounds 
pressure, its pressure has been in- 
creased until at present it operates at 
over 700 pounds. 

There was something of a lull in the 
construction of long-distance natural 
gas pipelines in the period from 1931 
to the early 1940’s, but in 1941 an 
accelerated construction program was 
resumed, culminating in the comple- 
tion in 1944 of the 1,200-mile Tennes- 
see Gas Transmission Company line, 
24-inch pipe, designed to operate at 750 
pounds working pressure to bring nat- 
ural gas from the extreme southeastern 
tip of Texas, and from Louisiana, into 
the Appalachian area, for distribution 
through the existing facilities of nat- 
ural gas companies which had been 
receiving most of their gas require- 
ments from that rapidly depleting area. 
At the time of its construction this was 
the longest large diameter pipeline ever 
built. 


ee long-distance lines ac- 
count for a high percentage of the 
tonnage of steel used in construction, 
and the dollars invested, it would be a 
mistake to assume that the actual 
transmission line construction repre- 
sents a total picture of the transporta- 
tion business as it applies to natural 
gas. 

We find that during the period from 
mid-1945 to January 1, 1949, 6,238 
miles of FPC authorized interstate 
lines were completed and put into op- 
eration, but during that same period 
the actual miles of natural gas utility 
mains constructed, including field, 
gathering, transmission, and distribu- 
tion lines, exceeded 32,000. 

Table I (page 553) from which the 
total number of miles of new natural 
gas lines was calculated, shows in addi- 
tion the rise in relative importance of 
natural gas pipe-line mileage compared 
to that of manufactured and mixed 
gases. The decline in mileage for the 
latter must be deducted from the nat- 
ural gas totals for any year to arrive 
at the actual new construction built 
solely for natural gas. 

Limitations of space preclude the 
listing of every new line, and every 
extension or addition to old lines that 
has gone to make up that total. The 
acquisition in 1947 of the Big and Lit- 
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TABLE II 


GAS INDUSTRY EXPANSION 1946-1950 
(Estimated ) 





Nonpipe- Pipe-line Total Pipeline 

Year line Construction Expenditures % of Total 
1946 $193,011,000 $116,567,000 $309,578,000 37.7 
1947 $334,214,000 $423,527,000 $757,741,000 55.9 
ha. See eee $402,878,000 $366,684,000 $769,562,000 47.6 
1949 (est.) ...... $387,645,000 $555,295,000 $942,940,000 58.9 
ISSO (est.) 2.60 $305,000,000 $542,000,000 $847,000,000 64.0 
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tle Inch oil lines, by Texas Eastern 
Transmission Corporation, at a cost of 
$143,000,000 was the biggest pipe-line 


transaction ever made at that time. 


Sky Transcontinental Gas Pipe 
Line Corporation now stands as 
the biggest single authorization of the 
FPC with a permit to build 1,840 miles 
of 20-, 26-, and 30-inch line, to bring 
gas from the lower Rio Grande valley 
in Texas across the continent to New 
York city. The original cost of the 
project was estimated at $191,300,000. 
The line will operate at a maximum of 
800 pounds per square inch pressure, 
and have an ultimate carrying capacity 
of 505,000,000 cubic feet of gas per 
day. 

The total of all FPC natural gas 
pipe-line authorizations, from July 1, 
1945, to July 1, 1949, was 19,783 miles 
of line, to be constructed at a cost of 
$1,270,000,000. 

The growing relative importance of 
transportation of gas, in relation to all 
gas utility expenditures, is shown in 
Table IT. It will be seen here that the 
per cent of the gas industry total an- 
nual expansion devoted to pipe-line 
construction has risen from 37.7 per 
cent in 1946 to 58.9 per cent estimated 
in 1949, and an anticipated 64 per cent 
for 1950. 


Wat it is obvious to even the 
most casual observer that tre- 
mendous investments have been made 
and are being made in natural gas 
transmission, less well understood, 
perhaps, is the fact that there has been 
a decline in the gross utility plant in- 
vestment per thousand cubic feet of gas 
moved, as is shown in Table IIT below. 
For the purpose of compiling this table, 
twelve of the largest long-distance pipe- 
lines were selected, lines which move at 
least 80 per cent of all the gas now 
passing through interstate carriers. 

Since gas is in competition with 
other fuels for many of the uses which 
make long-distance transmission feasi- 
ble, it is interesting to note (Table IV, 
page 556) a rough comparison between 
the costs per therm for natural gas 
transportation and the comparable 
costs of moving coal by rail, and oil by 
pipeline. 

It is submitted that these fig- 
ures are suitable for general compari- 
son only, since they are not for the same 
year, and do not take into consideration 
the fact that there is a much shorter 
average of miles traveled for coal than 
there is for either gas or oil. Also 
lacking is the lower cost of transport- 
ing oil by tanker, The next cheapest is 
gas, through a modern high-pressure, 
long-distance pipeline. 
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TABLE III 


TRANSPORTATION OF NATURAL GAS OPERATIONS 
OF 12 SELECTED LONG-DISTANCE PIPELINES 


Volume Gross Plant 
Of Gas Utility Per 
Transported Plant M Cu. Ft. 
a 289,630,000 M Cu. Ft. $310,260,000 $1.07 
ee 454,630,000 ™ 363,080,000 0.80 
RS ne 670,480,000 " 442,980,000 0.66 
eee 1,451,930,000 " 1,129,420,000 0.78 
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TABLE IV 


COST PER THERM OF TRANSPORTING GAS, COAL, AND OIL 


GAS 
(Operating Expenses of 12 Selected Pipelines, 1948) 


Total operating expenses ..........0cccececcess 


Cost of gas purchased and produced 


Cost of transporting gas (incl. administrative) 


EIPGGt CUMMGURTORION CODES 6 o.oo occ dc cccccccecses 


Natural gas transported 


pO 8 at SE rer rer error re 


Total cost per therm 


eS fe) ae ee 
BPRPORE CORE OOP GON ono esi sks ctssescievens 


$110,140,000 
63,810,000 


$46,330,000 
32,640,000 
1,451,930,000 M Cu. Ft. 
3.19 cents 


COAL 


Total consumption of coal, 1946 away from the mine ................ 


Average railroad freight charge per ton 1(1946) 


Total imputed transportation costs ............ 
Transportation cost per therm ............2.- 


OIL—1947 


Total oil transported by pipelines subject to ICC regulation . 


Total transportation revenues 
Transportation cost per barrel 


Transportation cost per therm ................. 





i wihalt sediee pecreticets —_— 
eiacetth sesame aaanae “a5” 
Puiaeece ecscaepuiaacs Gas” 
544,000,000 tons 
EEE Se ere $2.26 
GEES EEN $1,230,000,000 
ic aia wk eccentric $0.864 cents 
2,315,600,000 barrels 
Pd ace ae ctacnn aaatnard $300,087 ,000 
waisteth ala ct ee celle cae 12.96 cents 
0.236 “ 


1Fighty-four per cent of total coal transported is shipped by rail. This procedure computes 
total costs by assuming rail charges to be equal to those by other modes of transportation. 





owns this melange of history, 


statistics, opinion, and prediction 
may not categorically prove every 
point that could be raised, nor answer 
all of the questions that might arise in 
connection with the subject, it does, I 
believe, make it amply apparent that the 
natural gas industry is in itself more 
of a transportation industry than it is 
anything else. It is now impossible to 
survey the gas industry as a whole and 
set it off in segments, manufactured, 
natural, mixed, and liquefied petroleum 
gas. 

Historically and prophetically, the 
evidence of change is inescapable. The 
swing toward natural gas is not a 
record of one branch of the industry 
gaining ascendancy over the other. It 
is rather a change that brings about the 
transformation of the industry. Were 


it not for the operating manufactured 
gas utilities, with their splendid record 
of public service, their persistent devo- 
tion to the promotion of gas, even 
during the days when its future was 
regarded as dim and dubious, there 
would be neither point nor profit to the 
growth of natural gas transportation to 
the volume that it has reached today. 


AS a natural gas transporter, I feel 
that I speak with the full accord of 
all gas transmission companies when I 
say that without the continued devotion 
to the promotion of gas on the part of 
the distributing utilities, long-distance 
lines would not only cease to expand, 
but they would be hard put to show 
even the reasonable and modest return 
en their investment that Federal regu- 
lation permits them today. 
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Community Relations 
With an Accent on the “You” 


Eight fields indicated in which wise action by the 
companies would engender good will and benefit both 
the industry and the public. 

By W. B. HEWSON* 


ASSISTANT VICE PRESIDENT, THE BROOKLYN 


UNION 


NQUESTIONABLY the “You” is 

the most important segment in 

any successful community rela- 
tions program. By this is meant that 
the whole program must be designed to 
catch “Your” eye, and, in the case of 
a public utility where almost everyone 
in the community uses its service, 
“You” is synonymous with its 
customers. 

Since our customers are always with 
us, twenty-four hours a day, com- 
munity relations can be no part-time 
occupation for a public utility and con- 
versely must be a well-thought-out and 
continuing effort. The effective appli- 
cation of sound public or community 
relations principles has proved its 
worth many times over in the last ten 
years. We think we’ve progressed in 





*For additional personal note, see “Pages 
with the Editors.” 
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our conception of the value of com- 
munity relations well beyond the stage 
of the executive who recently adver- 
tised for help as follows: 


Wanted. Public relations man for 
busy executive — must be fast, ac- 
curate stenographer, able to play 
piano and organ. 


In our opinion this gentleman is on 
the wrong track and one little example 
will explain what we think can be got- 
ten from a complete public relations 
program. 


IX the last few years, because of 
increased costs of doing business, 
Brooklyn Union has been forced to 
raise gas rates. Not long ago our ad- 
vertising manager was a guest at a 
civic group luncheon. As the enter- 
tainment feature at the luncheon we 
were showing the film “Gas” which, 
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as gas men know, is a dramatic motion 
picture of the laying of the Tennessee 
Gas Transmission Company pipeline 
from Texas to West Virginia. 

At the end of the meeting there were 
a lot of questions about natural gas 
and about the benefits which will be 
derived from the impending introduc- 
tion of natural gas to our own com- 
munity. Afterwards, one of our large 
industrial customers approached our 
man and, after a few comments about 
the movie, said: 

“Your recent increase in gas rates 
almost made me come in to raise a lit- 
tle hob. My operating costs can’t go 
much higher if I am to stay in business, 
and this was another straw on the 
camel’s back. But do you know what 
kept me from coming in?” 

Our manager said he’d like to know. 

“It’s because Brooklyn Union does 
a good job in telling me about its busi- 
ness. We feel that you are always 
frank and honest in telling us anything 
we want to know. I knew that if my 
rates were higher it was only because 
you had no other recourse.” 

Our community relations program 
had gotten through to that particular 
customer. His attitude demonstrated 
that an informed public is a friendly 
public! 


| ede take a little time out from spe- 
cific details to analyze the why 
of good community relations. We 
should then find out where we stand 
in the community and last decide how 
we're going to set ourselves up to meet 
whatever challenge exists. 

Examine for a minute the basic why 
of such a program. A lot of companies 
get along pretty well without ever giv- 
ing the matter any specific thought but 
OCT. 27, 1949 


there are some sound motives for de- 
veloping a good program. 

First, there is the basic golden rule 
principle of being a good member of a 
community and treating our fellow 
members as we, as individuals, would 
like to be treated. 

Second, Brooklyn Union to the 
community is the sum total of its in- 
dividual employees and they as human 
beings are going to be happier in a 
community that smiles at them rather 
than one that growls. 

Third, an employee in such an en- 
vironment is going to take pride in his 
company and his job. Such pride is 
reflected almost directly in better 
customer satisfaction and increased 
employee productivity. 

Fourth, the economics of better pro- 
ductivity reflect themselves in a 
sounder company which can expand to 
meet the needs of its community and 
can pay its stockholders a fair return 
on their investment. 

Fifth, a company well thought of, 
with fairly treated stockholders, can 
attract necessary new equity capital. 

Sixth, in the case of Brooklyn 
Union, good community relations re- 
flect themselves also in increased gas 
appliance merchandising which again 
makes for a sounder company, 

Seventh and last, but by no means 
least, good community relations can 
help us immeasurably in the battle for 
survival with the highly vocal adher- 
ents of public ownership for utilities. 


W':* next take a look at the where 

of our present-day acceptance in 
our community. This can be fairly 
easily interpreted in the company’s 
mail. Are complaints more than the 
irreducible minimum? Is the employee 
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attitude good? Are our press relations 
and press comment satisfactory? And 
are our stockholder relations sound ? 

If there’s room for doubt after this 
self-examination, I’d suggest a cus- 
tomer and public opinion survey by 
some impartial firm specializing in this, 
Eight or nine years ago Brooklyn 
Union did just that and used the find- 
ings as a basis for crystallizing its 
thinking and formalizing a program. 

As to the how of community rela- 
tions, I’m going to confine myself to 
srooklyn Union’s own experience. A 
good community relations program is 
often a tenuous affair. It needs a lot 
of care and feeding; a program that 
works well for one utility won’t neces- 
sarily do for another. Local conditions 
dictate different treatments, but the 
fundamental approach should be quite 
apparent. 

Brooklyn Union serves gas to a 
population of over three and a half- 
million people in the boroughs of 
srooklyn and Queens in New York 
city. Asa guide for all its departments, 
its community relations program and 
principles were spelled out. This pro- 
gram sums up in a formal way many 
of the policies which have been fol- 
lowed for years as well as new prac- 
tices which were developed postwar. 


I BELIEVE most utilities now have 
worked out, at least informally, the 


broad aspects of their public relations 
policies. Rather than outline the pro- 
gram followed by our company in 
detail and all of the theory behind our 
policies, it should be of greater interest 
to community relations workers and 
executives to learn something of the 
techniques used. By such examples on 
what might be called the tactical level, 
useful ideas for the reader’s own pro- 
gram However, since 
community relations are a continuous 
and ever-changing problem the tech- 
niques used must be varied but never 
away from fundamental policies. It is 
a hard fact, too, that often success or 
failure is known only months and 
sometimes years after a program has 
been adopted. Just as the battle is the 
payoff in a military operation, so the 
payoff for a good company community 
program during a 
critical period in the history of the 
company. You have no timetable to tell 
you just when that critical moment 
will come. 

In analyzing public relations, too, 


may emerge. 


relations comes 


. there is no convenient yardstick by 


which can be determined whether one 
has too many specific projects or too 
few. There is always an endless ele- 
ment of uncertainty as to where the 
major effort should be put, The busi- 
ness of public relations is still in an 
experimental state; in fact Averell 
Broughton, recently elected to the 
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“It ts a hard fact, too, that often success or failure is known 
only months and sometimes years after a [ public relations] 
program has been adopted. Just as the battle 1s the payoff 
in a military operation, so the payoff for a good company 
community relations program comes during a critical period 
in the history of the company. You have no timetable to tell 
you just when that critical moment will come.” 


559 


OCT. 27, 1949 








PUBLIC UTILITIES FORTNIGHTLY 


presidency of the Public Relations So- 
ciety of America, said “the science and 
total objectives of public relations are 
not yet crystallized enough nor are the 
practitioners learned enough to set 
forth any complete professional 
standards.” 


puna there are consequently no 
geniuses in this field, we'll risk dis- 
cussing the broad policy behind our 
own public relations program. Before 
formalizing our program we had had 
years of experience and given much 
thought and practice to good com- 
munity relations. In addition, our 
business was conducted in accordance 
with sound business ethics, a funda- 
mental precept with Brooklyn Union, 
and this had gone a long way in accom- 
plishing good public relations. 

During the war years almost any 
American business had a magnificent 
opportunity to gain public approval 
and the productive capacity of Amer- 
ican industry was a major factor in 
winning the war. Brooklyn Union in 
its ability to supply satisfactorily both 
war industry and the domestic market 
earned considerable public respect. Gas 
as a fuel came markedly to the public’s 
notice in that period of shortages of 
other fuels. With the war’s conclusion, 
however, the dramatic opportunities 
for gathering public approval disap- 
peared. It was then that we reconsid- 
ered our community relations activities 
and brought them under one responsi- 
ble senior officer. 

Arthur W. Page, formerly vice 
president in charge of public relations 
of the Bell telephone system, once said 
that public relations are made up 90 
per cent by “what you do” and 10 per 
cent by “what you say.” In other 
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words, because an organization “does’ 
much more than it can ever “‘say’’ it is 
the sum total of every impression made 
by a company on the public through its 
service, its employees, its bill collec- 
tions, or, to magnify the point, the way 
its telephones are answered. For 
3rooklyn Union the words “public” or 
“community” are terms that are almost 
synonymous with “customer” since 
virtually all of our “public” lives in a 
gas-supplied home. Mr. Page’s defini- 
tion, of course, not only included the 
impressions given during business 
hours but encompassed statements and 
actions of employees while away from 
business. 


ie support of the part that advertis- 
ing and publicity play in community 
relations, it is important to point out 
that the 10 per cent of the total of a 
company’s public relations that is rep- 
resented by these two functions is often 
the weight that swings the total impres- 
sion from the unfavorable to the favor- 
able. It is therefore imperative that the 
utility employ people who have profes- 
sional mastery of these techniques. 

Basically the eight fields of possible 
action for Brooklyn Union were segre- 
gated and listed. Not necessarily in 
order of their importance, they were: 

1. Employee education. 

2. Publicity and public education. 

3. Advertising. 

4. Appliance merchandising activi- 
ties. 

5. Appliance servicing and commer- 
cial department policies. 

6. Community and civic activities by 
employees. 

7. Stockholder relations. 

8. Company properties as advertis- 
ing media. 
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This advertisement appeared in daily newspapers during the week of April 4, 1949 











Hi | aaron 


We felt that proper handling of these 
eight points would assure us good cus- 
tomer relations. Space doesn’t permit 
discussing every item and some are 
more obvious than others, but some 
comments will be appropriate. 


_— of all we regarded employee 
relations and employee education as 
highly important for good community 
relations. We are trying more and 
more to take the employee inside of the 
business. Informative articles are de- 
veloped for the employee newspaper 
having a definite educational purpose. 
In these we do not write down nor up 
to the employees, but rather across the 
board to them. We don’t expect all 
employees to read these articles but we 
do try to make them interesting enough 
to appeal to the majority. 

When the company is going through 
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“WHY, YOU’RE BILL GREEN’S BOY, AREN’T YOU?” 
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a critical change such as a rate increase 
where there is high public interest, we 
not only present this story in our com- 
pany newspaper, but we give a more 
detailed presentation to employees at 
special assemblies, paying particular 
attention to those employees who are 
active in civic and church groups or 
taxpayers’ associations. This proce- 
dure has always paid real dividends in 
community relations. 

An employee-lead plan which re- 
wards employees for turning in produc- 
tive leads for appliance sales is not only 
an effective sales aid but indirectly a 
community relations project as well. 
Employees, under this plan, become 
keenly interested in the appliances we 
sell and the company’s problems and 
spread this interest in their home com- 
munities. Also there is a continuous 
educational program on the company 
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policies and gas appliances consisting 
of talks and dramatic skits. Here is an 
example of how employee education 
accidentally expanded into community 
relations: Several years ago we 
vised a safety skit entitled “There’s No 
Place Like Home—for Accidents.” 
The enthusiasm for it was so great that 
we decided to give a public presentation 
of the skit. There was immediate and 
widespread public interest and the skit 
has been presented before hundreds of 
educational and civic groups and has 
now reached about a hundred thousand 
people in our community. 


de- 





then two communications tech- 
niques which have done most for 
us in keeping our public informed on 
changes in rates or policies are pub- 
licity and advertising. The publicity 
program features newspaper releases 
and personal visits. The first is the 
straight news story or feature material 
on the company. These stories include 
rate stories, expansion stories, natural 
gas prospects, community news on 
employees, or the company’s participa- 
tion in affairs that have high general 
interest in the greater New York 
community. 

We follow a very conservative policy 
on news and perhaps we err on the side 
of too few releases rather than too 
many. This policy does pay off with 
editors, however, for your letterhead 
on a news release means to them that 
your releases have a legitimate news 
value. Our fundamental policy here is 
simple; when a situation is not cov- 
ered by a release, we make the news 
available immediately and frankly to 
the reporter who asks for it. 

The second important item here is a 
continuous round of calls to editors to 
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answer questions, run down nebulous 
complaints, and to keep ourselves on a 
personal and friendly basis with the 
press. 

Probably the most important visible 
indication of our belief in making an 
effort to secure good community rela- 
tions has been our informative news- 
paper advertising which has been sus- 
tained without interruption since 1941. 
In March of that year, following the 
lead of the Bell system companies 
and Reddy Kilowatt, we introduced 
“Handy Heat,” a cartoon creation, as 
a spokesman for our company in its 
advertising. “Handy” has been used 
on and off ever since but his first words 
set the pattern. 

“Dear People: This is my home 
town and I’m proud to be part of it. 
Yes, sir, I’m one local boy doing his 
best to make good right where I was 
born and bred.” Later that year he 
said: “Your gas company is operated 
by and for the citizens of Brooklyn and 
Queens. Strictly local! Our men and 
women are home-town folks—most of 
our executives come up through the 
ranks.” 


7 pattern has been followed con- 
sistently, and this year we have 
scheduled a series of twelve 600-line 
informative newspaper ads to continue 
the story of Brooklyn Union’s place in 
the community. Subjects covered this 
year include in addition to our “local 
business” story : the coming of natural 
gas to our community ; radio-equipped 
service trucks; the ABC’s of the com- 
pany’s annual report; our first 100 
years of service; gas-making costs; 
our home service ; and our cooperating 
plumber-dealers. 

These ads appear in the large daily 
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newspapers circulating in our area, as 
well as in local community and foreign 
language newspapers. As our com- 
munity continues to look upon the gas 
company as a friendly and reliable 
organization with which to do busi- 
ness, we have realized one of our most 
important goals, 

Brooklyn Union does business in a 
community made up of scores of vary- 
ing religious, national, and_ racial 
strains but has always maintained a 
nondiscriminatory attitude toward em- 
ployees, prospective employees, and 
customers. 

This attitude was reflected in the 
following message, which ran in all 
local newspapers and was posted on 
employee bulletin boards : 


Business Is a Family 

If our nation is to remain strong we 
must reaffirm our determination to 
make American ideals live. In a very 
real sense the employees of this com- 
pany constitute a family working to- 
gether toward common goals. In such 
a family there is no place for discrimi- 
nation against anyone, employee, pro- 
spective employee, or customer, on 
the basis of racial origins or religious 
beliefs. Let us work together conscien- 
tiously to continue our policy of pro- 
viding fair treatment for all and mak- 
ing this company truly representative 
of the best concepts for working and 
living together. 

Clifford E. Paige, President 
The Brooklyn Union Gas Company 


& 


This policy, openly stated, has im- 
pressed our community with the fact 
that above all we seek to be fair. 


|” i now and then an excellent 
opportunity for codperation with 
the union representing the company’s 
employees presents itself. This year the 
company and the union jointly spon- 
sored an employee blood bank. Blood 
donated by Brooklyn Union employees 
of all ranks at Red Cross headquarters 
in Brooklyn and Queens or at union 
headquarters is now available to all 
employees and their families. This co- 
Operative project was given splendid 
publicity by the mewspapers and, 
through this type of codperative effort, 
the community benefits as well because 
every contribution of blood helps to 
bring New York closer to the day when 
blood will be available to everyone 
without charge. 

Good community relations often 
grow out of other thoughtful employee 
activities. A typical example was the 
occasion this past winter when during 
one of the worst snowstorms in New 
York’s history two employees helped 
speed an ambulance on its way. The 
two employees were answering an 
emergency service call when they came 
upon an ambulance stuck in a snow- 
bank. The employees called their dis- 
patcher on their 2-way radio and the 


“WHEN the company is going through a critical change such 
as a rate increase where there ts high public interest, we not 
only present this story in our company newspaper, but we 
give a more detailed presentation to employees at special as- 
semblies, paying particular attention to those employces who 
are active in civic and church groups or taxpayers’ assocta- 
tions. This procedure has always paid real dividends in com- 


munity relations.” 
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dispatcher got the news to the hospital. 
Soon the ambulance was on its way. 
These occasions for public service 
come to a utility nearly every month 
and a word to an editor will generally 
result in much favorable publicity. 
When an employee develops an idea 
that has community benefits the com- 
pany helps get the idea to the public. 
About two years ago one of our em- 
developed a new multiple 
method of prone pressure resuscitation. 


ployees 


We now give demonstrations of this 
from time to time for civic and church 
groups, Boy Scouts, lifeguards, and 
even the New York police force. The 
company has a program of employee 
instruction in prone pressure and is al- 
ways eager to spread its knowledge of 
the new methods as a community 
service. 


AS a means of helping to tell the story 
of gas in our schools we developed 
a film strip called “How We Get Our 
Gas” for showing to children of the 
New York public school system. After 
the film had been created the American 
Gas Association sponsored the film for 
distribution throughout the United 
States and so besides being in every 
New York public school it is in a great 
many others as well. 

We have also given careful consid- 
eration to stockholder relations and 
have now adopted a program that we 
believe will keep stockholders closer to 
the affairs of the company. Our stock- 
holders’ relations group has been call- 
ing on many of our stockholders who 
are located in the New York metro- 
politan area since the fall of 1948 for 
the purpose of answering questions on 
all phases of our business. This frank 
approach to the shareholders has been 


well received; many had never met a 
representative of the company before. 
These calls supplemented informative 
letters to stockholders. An indication 
of what was accomplished may be seen 
in the following figures : Over 590,000 
shares of stock were voted for com- 
pany directors at the annual meeting— 
79.2 per cent of the 745,364 shares out- 
standing—the largest vote in many 
years and a splendid vote of confidence 
in Brooklyn Union’s management. 


(~ more example of how company 
activities can be turned to a real 
advantage was the recent completion 
of our new gasholder in Queens. The 
erection of a giant gasholder is always 
a problem for it is not the most wel- 
come architectural contribution to a 
community landscape. We had re- 
ceived some criticism from local civic 
groups while this new holder was being 
built ; consequently, when it was com- 
pleted, we decided that if its importance 
to the community were explained pub- 
lic acceptance would be much greater. 
We decided, therefore, to have an 
informal dedicatory ceremony and to 
tell the people of Queens county just 
what this holder would mean to them 
from the point of view of improved 
service. 

Borough President James A. Burke 
and Brooklyn Union’s President Clif- 
ford E. Paige officiated at the cere- 
mony. The audience, composed of 
representatives of civic groups and the 
press, was told just what the new 
holder meant to our distribution system 
and gas service to the community. 

While this was not an elaborate 
affair, good will engendered and 
favorable press comment was very 
great. 
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There is no one magic formula to 
follow in utility community relations 
work, and problems must be met as 
they arise, but it is necessary to keep 
telling the public about company affairs 
and to spread the word as to how a 


company regards its community re-_ 


sponsibilities. Keeping everlastingly at 
the job of community relations is the 
road to success, 

I once heard the formula expressed 


as “Good Morals Plus Good Manners 
Equals Good Community Relations.” 
While this is very true we must 
return to our first concept that the 
“You” in “Community” is the most 
important ingredient. This rose can- 
not be left to bloom unseen so the 
“You” must see, hear about, and under- 
stand our theories and practices before 
we can achieve the end result, good 
community relations. 





BRIEF SCHEDULE 31ST AGA CONVENTION (CHICAGO) 
Starting Monday, October 17th, through Thursday, October 20, 1949 


Type of Meeting 
Natural Gas Department 


Manufactured Gas Department 


General Session Tuesday, 10 AM 


General-Customer Accounting 
Materials-Supplies Accounting 
Residential Gas 

Technical 

President’s Reception-Dance 
Home Service Breakfast 
General Session 
Industrial-Commercial Luncheon 
Industrial-Commercial Gas 
General Accounting 

Ladies’ Terrace Party 
Materials-Supplies Accounting 
Property Records Accounting 
Customer Activities Group 
Home Service Round Table 
Technical 

General Session 

Accounting Section Luncheon 


Technical 


Time 


Monday, 10 AM 
Monday, 2 PM 


Tuesday, 
Tuesday, 2 PM 
Tuesday, 
Tuesday, 
Tuesday, 
Wednesday, 8 AM 
Wednesday, 10 
Wednesday, 12 PM 
Wednesday, 2 PM 
Wednesday, 
Wednesday, 2 PM 
Wednesday, 2 PM 
Wednesday, 
Wednesday, 2 PM 
Wednesday, 
Wednesday, 2 PM 
Thursday, 10 AM 

Thursday, 12:30 PM 
Thursday, 2 PM 


Place 
Palmer House* 
Palmer House* 


Palmer House? 


2 PM Palmer House* 


Palmer House PD 15-16 


2 PM Hotel Sherman 
2 PM Morrison Hotel 
9 PM Palmer Houset 


Palmer House* 
AM Palmer Houset 
Hotel Sherman 
Hotel Sherman 
2 PM Palmer House PD 18 
Morrison Hotel 

Palmer House PD 15-16 
Palmer House PD 17 


Palmer House PD 14 


2 PM 
2 PM Hotel Sherman 
Morrison Hotel 
Palmer Houseyt 
Palmer House* 


Morrison Hotel 


*Red Lacquer Room. +Ballroom. PD—Private Dining Room. 
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Trends in the Manufactured 


Gas Industry 


Analysis and discussion of various problems of pro- 

duction, distribution, operation, and maintenance 

arising in the industry’s struggle and resourceful- 

ness in maintaining its competitive position in relation 
to other fuels. 


By ELMER C. NUESSE* 


HE manufactured gas industry is 

presently engaged in a vital strug- 

gle to maintain its competitive 
position in relation to other fuels and 
not price itself out of business, The 
problems facing the industry are com- 
plex and acute, and ingenuity and re- 
sourcefulness are prime requisites if 
they are to be solved. 

Spearheaded by the Institute of Gas 
Technology and the American Gas As- 
sociation, considerable research has 
been done within the last few years in 
developing new methods and improv- 
ing old ones in order to produce a bet- 
ter and cheaper gas. 

In its earliest years, gas was pro- 
duced mainly for lighting purposes. 
This was accomplished by carbonizing 
coal in a metal retort, Since those early 


*Chief engineer, Connecticut Public Utili- 
ties Commission. 


days the demand for gas has shifted 
from lighting to cooking and subse- 
quently to water heating and into the 
commercial and industrial fields. Late- 
ly this type of fuel has become increas- 
ingly important in the space-heating 
field. With these varied increased uses 
the necessity arose for providing in- 
creased production and distribution 
facilities. 

The need for adequate plant to meet 
increased demands for service, espe- 
cially since World War II, has pre- 
sented a serious problem. Gas utilities 
watched their sales of gas increase be- 
yond the normal capacity of their fa- 
cilities, and, of course, as the reserve 
plant became exhausted, there was an 
immediate need for additional plant. 
This necessitated the raising of new 
capital through the issuance of addi- 
tional bonds, preferred and common 
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stock, with which to purchase new 
equipment. 

During the ensuing five years, it is 
proposed to expend more than a half- 
billion dollars on the replacement of 
and addition to manufactured gas fa- 
cilities in this country. The problems 
inherent in financing a program of such 
magnitude are tremendous. In order 
to obtain the necessary funds, the in- 
dustry must sell itself to the investing 
public. To do this, it must dispel un- 
favorable impressions regarding the 
industry, which seem to have crystal- 
lized markedly in the past few years; 
namely, (1) it is not considered a 
“growth” industry, (2) its high op- 
erating ratio, and (3) a combination 
of the first two when compared with 
the electric industry. 


- order to offer to the consumer the 
best possible service at the lowest 
possible cost, it is essential to obtain 
the necessary capital on reasonable 
terms. 

Hence, it is essential to educate po- 
tential investors, so that they will not 
only be free from past prejudices but 
will accept bond and stock offerings of 
the industry with optimism. Therefore, 
the industry must be able to prove that 
many companies have improved their 
plant facilities by installing new equip- 
ment or remodeling their old equip- 
ment, and devised new methods of pro- 
ducing gas in order to partially offset 
increased labor and fuel costs. In the 
final analysis, there stands, on the one 
hand, the investor who wants an ade- 
quate return for the risk he assumes, 
and on the other hand stands the com- 
pany which wants its money on the 
most advantageous terms, 

The common meeting ground is de- 
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pendent upon the credit of the com- 
pany, the type of security offered, and 
the return which the investor might 
reasonably expect from his investment. 
Due to our present tax laws, it becomes 
advantageous under certain conditions 
to finance through bond issues. How- 
ever, there can be no surer way to close 
the door to preferred or equity financ- 
ing than overextension of long-term 
debt, especially without adequate pro- 
vision for amortization. The decision 
of determining the type of financing is 
ever present when new capital is needed 
but past experience has shown that gas 
companies as a whole are conservative, 


Invesiment, Revenues, Expenses, and 
Income 


ia is axiomatic that as the demand 
for new plant increases, capital in- 
vestment increases. Likewise, with in- 
creasing sales not only do revenues in- 
crease but also expenses. The impor- 
tance of these increases lies in their re- 
lation to one another and the resultant 
net earnings to the company. It is in- 
teresting, therefore, to observe just 
what has been happening in the manu- 
factured gas industry during the past 
few years, The table on page 568 shows 
the trend in plant investment, revenues, 
expenses, and earnings during the past 
ten years, The figures represent only 
straight gas companies in Connecticut. 

This intended to show 
that, while gross plant investment in- 
creased approximately 35 per cent be- 
tween the years 1939 and 1948, inclu- 
sive, utility operating income has de- 
creased about 12 per cent. A further 
interesting observation is that, while 
expenses in this period increased about 
125 per cent, revenues increased only 
97 per cent, the result being a trend to- 
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ward higher operating ratios. Further, 
the indicated rate of return on gross 
plant in 1939 was about 5.4 per cent, 
while in 1948 it approximated 3.5 per 
cent. 


Production—Coal and Water Gas 


ee gas was first produced in metal 
retorts approximately 130 years 
ago, the gas manufacturing process has 
passed through many stages of devel- 
opment. In the larger manufactured 
gas plants the production of base load 
gas is accomplished through the use 
of the modern coke oven. This choice 
was predicated upon the greater quan- 
tities of coke and gas produced per 
man-day and the large credit against 
gas production costs from coke sales 
and the fact that other by-products 
from coke-oven gas manufacture are 
more valuable. However, investment 
costs per thousand cubic feet produced 
are high and year-round operation is 
necessary in order to keep depreciation 
costs at a reasonable figure, 

During the later 1920’s and early 
1930's, extensive tests were conducted 
and both eastern and midwestern oper- 
ators produced large volumes of car- 
bureted water gas by using soft coal. 
However, in the use of bituminous, 


. 


capacity was reduced which led to the 
Pier process that partially overcame 
this reduction in capacity imposed in 
water-gas production, In order to cut 
production costs as much as possible, 
many companies use bituminous coal 
in the summertime and mixtures of 
bituminous coal and coke in the early 
fall and late spring, thus saving their 
high-quality coke for peak-load opera- 
tion during the heating season, In Con- 
necticut, several gas utilities have used 
coal as a partial substitute for coke. 
Since coal is cheaper than coke, this 
practice has had the effect of reducing 
production costs even though the 
“make” is thereby somewhat reduced. 

The following table indicates ap- 
proximately the pounds of solid fuel 
and the number of gallons of oil used 
in the manufacture of 1,000 cubic feet 
of water gas: 


TABLE II 
530 stu Gas 
Lbs. of Gals. of 
Coke Per Oil Per 
M Cu. Ft. M Cu. Ft. 
Light Gas Oil 30.30 3.0 
Heavy Gas Oil 22.60 3.5 


It is interesting to note, in reference 
to carbureted water-gas sets, the in- 
creases in investment costs experienced 
in this type of equipment during the 


TABLE I 
(000 Omitted) 
Plant Operating 

Year Investment Revenues Expenses Income 
eee $38,552 $14,396 $13,031 $1,365 
aera 34,976 12,299 10,873 1,426 
i aes 31,254 10,713 9,187 1,526 
eae 29,974 10,203 8,775 1,428 
—_ EEE 30,673 10,072 8,677 1,395 
=e 30,824 9,922 8,539 1,383 
. eae 30,506 9,264 7,870 1,394 
ler 29,946 8,116 6,698 1,418 
Be Gis wkonaseata 29,394 7,728 6,152 1,576 
ie 28,754 7,307 5,751 1,556 
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past few years. In 1947,a9x 12x12 
mechanical generator set cost about 
$200,000 exclusive of fuel charger, 
coal and ash handling equipment, and 
any other accessory equipment. In 
1941, an 11-foot generator set cost 
$84,000, which included a blower at a 
cost of $7,000, an increase of approxi- 
mately 140 per cent. 

The following table is submitted for 
the purpose of showing the price trend 
in fuels used in the production of water 


gas: 
TABLE III 
Cost of Cost of 
Coke Per Oil Per Cost of 
Year Ton Gallon Coal/Ton 
1948 .. $15.27 8.97¢ $8.31 
1947 .. 12.52 6.74 6.05 
1946 .. 10.83 6.35 6.61 
1945 10.09 7.04 6.47 
1944 .. 9.87 7.10 6.47 
1943 .. 9.34 6.37 6.47 
1942 .. 8.84 5.32 6.39 
1941 .. 8.18 4.44 5.89 
1940 .. 7.94 401 5.64 
1939 .. 8.00 3.66 5.64 


This table indicates that during the 
last ten years the cost of coke has in- 
creased 90 per cent, oil 145 per cent, 
and boiler fuel 48 per cent, 

Subsequent Table IV shows the 
trend of water-gas production costs 
of both straight and combination com- 
panies in Connecticut. 

The table below shows that produc- 


e 


tion costs increased from a low of $5,- 
169,000 in 1939 to an all-time high of 
$14,936,000 in 1948, representing an 
increase of about 188 per cent, while 
volume increased only 65 per cent. 
Further, the cost on a thousand cubic 
feet basis increased from 36.2 cents a 
thousand cubic feet in 1939 to 63.1 
cents a thousand cubic feet in 1948, or 
75 per cent. 


Production—Liquefied Petroleum 


O NE of the most important problems 
confronting a gas utility is that 
of determining the most economical 
type of operation from a given supply 
of raw materials. This problem be- 
comes more complex as peak loads in- 
crease and the send-out varies from day 
to day. Therefore, it has become neces- 
sary to devise methods of reducing the 
amount of oil used per thousand cubic 
feet of gas manufactured in order to 
keep within a limited supply. This 
problem became especially serious dur- 
ing the period of World War II and 
in the immediate postwar years when 
oil was difficult to obtain. Liquefied 
petroleum (LP) gas has, therefore, 
been very widely used for purposes of 
peak-load shaving. 

Since their experience with war in- 
dustry demands most of the larger gas 


TABLE IV 
(000 Omitted) 


Year Cost/M Cu. Ft. Production Cost Cost/M Cu. Ft. 
SS ee 23,601 $14,936 63.1¢ 
gE RES 22,382 11,664 53.2 
eee a ee 19,979 8,861 44.4 
Rs Ne iar ace 19,874 8,664 43.6 
cg eke. tre 19,977 8,594 43.1 
are Renan seto lec 20,107 8,474 42.1 
ee ak ee a 19.055 7,504 39.4 
(ere 16,618 6,068 36.6 
ES are 15,506 5,545 35.8 
RE eee 14,249 5,169 36.2 
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utilities have installed some LP gas 
equipment. They have found there are 
numerous advantages to be gained by 
the installation of this equipment, 
several of which are: (1) peak shav- 
ing, (2) cold enrichment of the basic 
send-out, and (3) increasing the capac- 
ity of existing water-gas sets through 
reforming the propane or butane gas 
air. 

It might be well here to comment 
upon the investment cost of such equip- 
ment, Except in cases where LP gas 
equipment is the only source of supply, 
the full rated capacity of an installa- 
tion might not be available due to spe- 
cific gravity difficulties. For example, 
equipment might be designed and built 
for a rated capacity of 1,500,000 cubic 
feet but whether the full capacity could 
be used depends upon send-out of the 
base plant. Therefore, perhaps only a 
fraction of the total capacity could be 
utilized, probably about 25 per cent. 
Further, costs vary according to the 
number of storage tanks and type of 
enrichment equipment and controls. 
From information obtained from sev- 
eral gas companies in Connecticut, the 
investment costs are indicated in the 
table below. 


Production—Catalytic Cracking 
Process 
| NDER the leadership of the Ameri- 


can Gas Association, a postwar 
committee was organized within the 


e 


ranks of the industry to make studies 
and provide basic information for im- 
proving gas-making processes, devel- 
oping new ones, and improving the effi- 
ciencies and capacities of existing and 
new equipment. 

Out of these studies the catalytic 
cracking process was developed, with 
the initial library study made at the 
AGA Institute of Gas Technology. 
This was later followed by preliminary 
laboratory experiments and the instal- 
lation of a pilot plant at Chester, Penn- 
sylvania, in cooperation with the Phil- 
adelphia Electric Company. 

The Long Island Lighting Company 
installed the first commercial unit at 
Riverhead, Long Island, which was 
placed in operation in January, 1948. 
The principal item of equipment is the 
catalytic cracking furnace consisting 
of three units, each containing eight 
tubes, or a total of twenty-four tubes. 
The tubes are of special chromium- 
nickel alloy and are suspended from 
the top of the furnace with a flexible 
connection at the bottom through 
which the gas-air steam mixture is fed. 
These tubes are filled with a refrac- 
tory-supported catalyst nickel oxide 
through which passes proportioned 
mixtures of hydrocarbon vapor, steam, 
and air. The burners, of which there 
are fifteen installed in the furnace floor, 
operate on a light fuel oil and the whole 
firing system is under automatic py- 
rometric control. 


TABLE V 


Number and 
Year Size of 


Company Installed Storage Tanks 
A 1946-7 3—30,000 gal. 
B 1948-9 3—30,000 gal. 
j 1947 4—30,000 gal. 
D 1947 6—30,000 gal. 


Type of 

Enrichment Designed Total 
Controls Capacity Cost 
Injector 1,500,000 $ 80,000 
Blower 4,000,000 106,000 
Injector 3,600,000 128,000 
Injector 2,400,000 176,000 
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As the hydrocarbon vapor, steam, 
and air mixture rises through the cata- 
lyst bed, the vapor dissociates into 
principally hydrogen and carbon mon- 
oxide to form a blue gas of controlled 
composition, which at Riverhead has a 
heating value of 240 Btu per cubic foot 
and a specific gravity of .54. The hot 
gas is then cooled in a primary cooler 
and a washer cooler and then auto- 
matically cold-enriched to a heating 
value of 520 stu per cubic foot and 
specific gravity of .52. 

It would appear that the catalytic 
cracking unit is best adapted to iso- 
lated areas considerable distances from 
the main production plant where rela- 
tively small amounts of gas are re- 
quired. This condition was present at 
Riverhead, Long Island, where it 
would have necessitated large invest- 
ments in extending or duplicating 
transmission mains, The storage facili- 
ties required at such a plant is one of 
the main factors to be considered from 
a dollar standpoint, especially where 
propane or butane is used. 


Production—“Hall” High stu 
Process 


- new development in the 
gas manufacturing industry is 
the “Hall” high Bru oil-gas process. 
This process was suggested and de- 
signed by E. L, Hall. Gas manufac- 
tured by this process is the product ob- 
tained by cracking oil in heated checker 
chambers and the dilution of the 
cracked oil-gas with combustion gas, 
blue gas, or producer gas to a desired 
specific gravity and heating value. The 
machine used in this process consists 
basically of the carburetors and super- 
heaters of two adjacent water-gas ma- 
chines, with the generators of both 
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physically disconnected and not used 
in the oil-gas process. 

The regenerative cycle is designed 
to maintain relatively low temperatures 
in the top of the superheaters and rela- 
tively high temperatures in the car- 
buretors, a condition favorable for oil 
cracking. The initial pilot plant in- 
stalled to use this process was at the 
Spring Gardens plant of the Consoli- 
dated Gas Electric Light & Power 
Company of Baltimore, The plant was 
first put into operation in 1947 but it 
was not until June, 1948, that official 
tests were conducted. The results of 
these tests indicated that the machine 
could be relied upon to operate con- 
tinuously and satisfactorily, producing 
1,000 stu oil-gas on oils up to 6 per 
cent Conradson carbon content. 


Production—Dayton-Faber Process 


| grein development in the manu- 
facture of gas for commercial pur- 
poses is the Dayton-Faber process for 
the manufacture of oil-gas and re- 
formed gas with the use of oxygen- 
enriched air. This process is contingent 
upon obtaining tonnage oxygen at rela- 
tively low cost, There are several large 
plants now under construction for the 
production of tonnage oxygen for use 
in the chemical and steel industries, 
and, when completed, large amounts of 
oxygen at reasonable prices should be 
available to produce high-grade com- 
mercial gas by this new method. 
The Dayton-Faber process involves 
the atomizing of gas-oil or light fuel 
oil and mixing it with preheated oxy- 
gen-enriched air prior to its injection 
into a hot reaction chamber. In this 
chamber partial combustion and crack. 
ing takes place, which produces a fixed 
combustible gas. The heating value 
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can be controlled within narrow limits 
by adjusting the ratio of oil, oxygen, 
and air used. This process does not 
require any steam, and the operation is 
continuous. 

This process can also be used in re- 
forming natural gas. Natural gas and 
air are mixed according to desired pro- 
portions and preheated to about 600 
degrees Fahr. This mixture is then ad- 
mixed with oxygen and the combustible 
mixture is introduced at high velocity 
into the reaction chambers where 
cracking and combustion take place at 
1,850 degrees Fahr. The reformed 
gases then pass out of the generator 
through a heat exchanger to a wash 
box, cooler, scrubber, and precipitator. 


She initial tests on this process 
were conducted at Trenton, New 
Jersey, where a 5,000-cubic foot per 
hour pilot plant was set up. The results 
indicated that oxygen oil gases could be 
produced with heating values ranging 
from about 300 stu per cubic foot to 
approximately 950 Btu per cubic foot 
and with specific gravities ranging 
from .78 to .89 of 500 Bru to 600 Bru 
content. Several advantages of this 
process are its low investment cost, 
minimum labor costs, continuous pro- 
duction, and flexibility of operation. 
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Production—Underground 
Gasification 

ve sane pee gasification, or gasi- 

fication of coal in place, was first 
suggested by Sir William Simons in 
1868 and later by Professor D. I. 
Mendeleev, a Russian, in 1888. How- 
ever, the first experiments along these 
lines were made in western Europe in 
1930, Since that time the Russians 
have claimed the process has been ap- 
plied on an industrial scale. In Italy, 
similar experiments were made at Val- 
dorna, in the neighborhood of Flor- 
ence, in the summer of 1947, Different 
methods have been applied, which are 
known as the chamber, stream, perco- 
lation, and bore-hole methods. 

Late in 1946 plans were formulated 
at the U. S. Bureau of Mines in Wash- 
ington for underground gasification. 
As a result of conferences held con- 
cerning this matter, a cooperative 
agreement was entered into between the 
Bureau of Mines and the Alabama 
Power Company to carry out such an 
experiment. The site chosen was the 
Pratt coal bed at Gorgas, Alabama. 
The mine was first fired on January 21, 
1947, and continued through March 
12th of the same year, During the 
greater part of the experiment, opera- 
tions were confined to production of 


TABLE VI 


CD ii dent pe rege nns wheinkeknniiendimben 
I oi nce by ckeudekeseevenes 
Pe NOND hive caicsdecniesveeene ce 
PREY GROUT cccdiccsvscveeescnevevice 
NN DENNEN 6 bi cbecwucdesococienenaes 
I I cic cavunescasacecunensens 
Power Wiring, Stairways, Lights, 

Overheads, Engineering, etc. .............. 


a a ee eee 
OCT. 27, 1949 $72 


Waterless Type Water-seal 
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$ 610,000 $ 500,000 
26,000 150,000 
45,000 78,000 
2,500 33,000 
5,000 —_ 
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407,500 489,000 
$1,100,000 $1,250,000 
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gas by simple air blasting. When con- 
ditions were fairly stable, the gas pro- 
duced had an average heating value of 
46.8 BTU per cubic foot, with an aver- 
age production of 108 cubic feet per 
pound of coal burned. 


- periaonpenne runs also were made, 
using oxygen-enriched air blast, 
oxygen-air-steam blast, and an oxy- 
gen-steam blast, The gas produced had 
an average heating value of 50.5, 
109.9, and 134.5 sru per cubic foot, 
respectively. The results of this experi- 
ment indicated that there was no diffi- 
culty in maintaining the combustion 
of coal underground and that coal in 
place can be completely gasified ; some 
236 tons of coal were completely con- 
sumed during the experiment, leaving 
only ash and clinker, 

A second underground gasification 
experiment has now been started at 
Gorgas, Alabama. The purpose of this 
second test is to (1) determine the 
quantity of coal that can be gasified 
from a given zone, (2) determine the 
practicability of fixed product-gas out- 
lets, (3) determine operational charac- 
teristics, (4) determine quality and 
quantity of air-blow product gas gen- 
erated, (5) obtain fundamental infor- 
mation bearing on plant sites, etc., and 
(6) obtain information regarding ac- 
tion of heat on the overlying strata. 

Up to the present time the chief dis- 
advantages of gasification of coal in 
place appear to be low yield, poor qual- 
ity, and unsatisfactory utilization, the 
latter caused by retention of coke in 
the seams, Other disadvantages appear 
to be slagging of ash and leakage of 
gas. The question of man power per 
ton of coal, however, does give this 
process a marked advantage. At the 
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present time it appears that the process 
is one of an emergency nature, and it 
would be necessary to obtain greater 
efficiencies and further enrich the gas 
at the mine head before it could be 
economically pumped to distribution 
centers. 


Production—Gasification of Coal 


@ Bess modern intermittent water-gas 
process with its mechanical re- 
verse-flow machine has reached a high 
state of development. Its use, however, 
is limited to the more expensive fuels, 
such as oil, coke, and anthracite. Par- 
tial combustion of coal with oxygen 
and steam, therefore, has been pro- 
posed as a method of making both blue 
gas or synthesis gas. It has been found 
that methods employing external heat- 
ing are limited to the more reactive 
fuels and that oxygen gasification 
methods, particularly as to yield, are 
greatly superior to those in which the 
heat required is supplied from the sepa- 
rate gasification of part of the fuel. I 
shall here briefly describe the gasifica- 
tion of coal in suspension, or the Kop- 
pers process. 

In the United States the partial com- 
bustion of coal and entrained powdered 
fuel with oxygen and steam as a meth- 
od of producing blue water gas or syn- 
thesis gas has been experimented with 
by the gas production research com- 
mittee of the Institute of Gas Tech- 
nology, Other tests are being con- 
ducted by the U. S. Bureau of Mines 
at Morgantown, West Virginia, and 
in fluidized beds at Library, Pennsyl- 
vania, by the Pittsburgh Consolidation 
Coal Company and Standard Oil De- 
velopment Company, and at Trenton, 
New Jersey, by the Hydrocarbon Re- 
search Corporation. At Louisiana, 
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Missouri, a demonstration plant is be- 
ing constructed jointly by the Koppers 
Company and the Bureau of Mines. 
The various tests by these groups are 
being watched with keen interest by the 
industry, If successful, it would mean 
reduction of fuel, labor, and equip- 
ment costs. 

The operating principle of the Kop- 
pers dust-gasification process is to gasi- 
fy powdered fuel in a single stage by 
burning the fuel in a deficiency of oxy- 
gen, with subsequent addition of super- 
heated steam to the mixture of hot 
gases and unconsumed fuel. From a 
study of this process made by L. L. 
Newman of the Bureau of Mines, it 
may be concluded that the pulverized 
fuel is picked up by a stream of oxygen 
admitted through nozzles at each end 
of a horizontal cylindrical generator. 
Superheated steam is admitted into the 
burning mixture of oxygen and fuel, 
and the total mixture flows upward 
into a vertical cylinder where the re- 
action is completed. It then enters a 
primary washer cooler, a disintegra- 
tor, secondary cooler, and into the 
holder. It has a BTU value about 260 
per cubic foot. 

The gas appears to be free of 
gum-forming materials and any traces 
of hydrocarbons, 


Production—Use of Natural Gas 


. I ‘HE most immediate opportunity 
available to the gas industry in the 


reduction of production costs appears 
to lie in the use of natural gas as an en- 
riching agent. The gas utilities along 
the Atlantic coast are looking forward 
to the extension of natural gas trans- 
mission lines into their territory either 
as a substitute for manufactured gas or 
for reforming or mixing. If used as a 
substitute for manufactured gas, the 
cost of conversion of customers’ appli- 
ances becomes an important economic 
consideration. In its recent one hun- 
dred per cent conversion to natural gas, 
the cost to the Washington Gas Light 
Company was from $15 to $20 per 
dwelling unit. This company, however, 
relies upon the Appalachian fields, 
which are relatively nearby, for its 
source of gas. Other companies far dis- 
tant from natural gas fields probably 
would hesitate to rely entirely upon a 
single source of supply. 

When natural gas does become avail- 
able, the problem facing the utilities 
will be to choose between using the gas 
as the only source of supply and scrap- 
ping their present production plant, or 
maintaining it and using natural gas as 
a mixing agent and perhaps reforming 
the gas in water-gas sets to gain in- 
creased output. At this time, it would 
seem as though the first option would 
be the least preferable because the 
Northeast would be at the end of a 
pipeline several thousand miles long. 
The second choice obviously is the 
more practical and logical one, 


e 


TABLE VII 


Year Diameter of 
Installed Holder in Feet 
ner 52 
are 60 
63 


Working Working 
Pressure Capacity Cost of 
PSI M Cu. Ft. Holder 
50 250 $30,000 
60 400 67,000 
72 612 80,000 
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Holders 
\ \ J MILE improved production meth- 


ods and investments in produc- 
tion equipment assume the major role 
in the gas manufacturing industry, 
storage holders probably represent the 
next largest item of investment to a 
utility. Hence, the selection of the type 
of gasholder requires much thought 
and study. 

There are three types of holders 
presently used in storing manufactured 
gas ; namely, (1) the water-seal holder, 
(2) the high-pressure holder, and (3) 
the waterless holder, The water-seal, 
or telescopic, holder was the first type 
of holder used, this being subsequent- 
ly followed by the development of the 
high-pressure type and the waterless 
type. Since the cost of foundations of 
a holder constitutes a large portion of 
the total cost, the site has an important 
bearing on the type of holder used. For 
example, the foundation high costs of 
a water-seal holder constructed in 
swampy soil would probably offset 
many considerations in favor of sucha 
type. From information obtained from 
several gas utilities in Connecticut, the 
costs indicated in Table VI, page 572, 
are for a 5,000,000 cubic foot waterless 
holder compared with a_ water-seal 
holder of the same capacity. These 


costs are approximate and are based 
on July, 1947, price levels, 

For a holder of the same capacity 
of the waterless type, the cost in 1928 
would have been approximately $410,- 
000. The difference between this figure 
and $1,100,000 represents an increase 
of about 170 per cent, No 1928 com- 
parative costs for a water-seal holder 
are available. 


. I ‘ue high-pressure holder is also 


practical and feasible under cer- 
tain conditions. Not only is there a 
lesser initial cost but where relatively 
small amounts of gas are involved, it 
enables a company to provide adequate 
service at peak-load periods during the 
winter months and to safeguard cus- 
tomers against interruptions of service 
in case of a break in the transmission 
line supplying the system or a major 
breakdown at the production plant. 
There is, of course, the question of 
zoning ordinances which might restrict 
the use of a water-seal or waterless type 
holder. It would seem that high-pres- 
sure holders might be particularly 
valuable at the end of long transmis- 
sion mains, such as in one instance in 
Connecticut where the transmission 
main is 25 miles long, The table on 
page 574 sets forth the investment costs 
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TABLE VIII 


Distribution Expenses 


Year (000 Omitted) No. of Customers Cost/Customer 
eee een $2,472 355,461 $6.96 
RA Seki ¢ 2,059 349,810 5.90 
RE cetera ia te 1,792 343,726 5.22 
NS sla cceaik ieee 1,607 337,485 4.77 
See 1,441 332,647 4.34 
_. Ae 1,390 328,277 4.24 
SE a 1,351 323,121 4.18 
a oars Riess an wih ie 1,282 313,522 4.09 
ES ere 1,117 310,331 3.60 
ER a ae 1,078 303,715 3.55 
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in this type of holder exclusive of 
pumping equipment. 

Thus it would appear that costs of 
this type of holder have doubled in the 
past twenty years. To these costs there 
must be added the accessory pumping 
equipment costs, which probably would 
add from $25,000 to $50,000. Where 
conditions warrant, this type of holder 
would be considerably more economi- 
cal. 


Distribution—Investment Cost 
; I ‘HE investment cost of distribution 


mains has increased as well as the 
cost of production facilities, According 
to the experience of one Connecticut 
utility, the cost of installing 6-inch 
cast-iron pipe in 1940 was about $1.67 
per foot, while in 1948 the cost had 
risen to $3.11 per foot, or an increase 
of about 86 per cent, These figures 
represent new business mains and, 


therefore, reflect only normal labor 
components. 


Operating and Maintenance Expenses 


Pee coo ony with increases in dis- 
tribution investment costs, oper- 
ating expenses have increased. Table 
VIII, page 575, reflects the experience 
of straight and combination companies 
in Connecticut. 

This table indicates that distribution 
expenses increased about 139 per cent 
in the period from 1939 to 1948, the 
cost per customer increased from $3.55 
to $6.96, or 96 per cent, but customers 
increased only 17 per cent. 

During this same period, customers’ 
accounting and collection expenses in- 
creased from $547,000 in 1939 to 
$940,000 in 1948, or about 72 per cent, 
and the cost per customer increased 
from $1.81 to $2.65, or approximately 
47 per cent. 





ag | Rs must give its unions some constructive 
jobs to do. Trying always to shut the union out of par- 
ticipation gives the union the feeling of being an outcast and it 
does not make for good feeling and codperation. Have repre- 
sentatives of top supervision and representatives of the union 
on this council, and give them the entire responsibility for the 
safety program of the company, or at lcast one unit of the com- 


pany initially. Our unions have 


as much pride as anyone in man- 


agement in the success of our safety programs. We have never 
had a grievance relating to safety questions because this is a joint 
constructive effort. We look for constructive things for our 
union to do, if for no other reason than that they will have less 
time to think of destructive things to do. 

“The next thing management must learn is to get into the 
habit of consulting your union in advance of making changes. 
This produces some of the best codperative results. This doesn’t 
mean giving up management's prerogatives, but remember that 
magnanimity is never so much appreciated as when it isn’t 


expected.” 


—GLENN GARDINER, 
Vice president, Forstmann Woolen Company. 
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Washington and the 


Utilities 


Gas Producers Fear Olds 


NE of the most notable incidental 

features of the Senate subcommit- 
tee hearings on the renomination of Le- 
land Olds for another term as a member 
of the Federal Power Commission was 
the character of witnesses on both sides. 
According to the advance billing, the op- 
position to Olds stemmed mainly from 
the so-called “power trust,” whereas the 
support for Mr. Olds was supposed to 
derive most of its strength from top- 
drawer administration officialdom. 

But neither side named lived up to 
advance billing. Although nearly forty 
witnesses asked for time—about evenly 
divided—virtually all of the opposition 
to Olds seemed to come from oil and 
gas producers. Not a single one of the 
noncongressional witnesses _ repre- 
sented the electric industry or, for that 
matter, even the gas utility industry now 
subject to FPC regulation. 

On the support side no real adminis- 
tration big wheel swung into action. The 
lists were made up chiefly of former offi- 
cials, well-known left wingers, public 
power zealots and their lawyers, codper- 
atives, labor unions, and other more or 
less nonofficial people who testified in the 
capacity of character witnesses. 

The case for Mr. Olds got off to a good 
start on the first day of the subcommittee 
hearings when former Assistant Secre- 
tary of State Berle told the Senators that 
if diligent public servants of the caliber 
of Mr. Olds did not exist “it would be 
necessary to invent them.” Columbia 
University Professor Bonbright stressed 
the high quality of Mr. Olds’ special 
knowledge. He said in effect that while 
run-of-the-mill experts on public utility 
regulation were easy enough to find, 
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there were mighty few people who rose 
above “routine competence” to the level 
of acumen displayed by the nominee. He 
thought Olds was one of the select few. 


ARRY J. STRONG, secretary of First 
Iowa Hydro-Electric Codperative, 
drew some fire from Senator Capehart 
(Republican, Indiana) when he con- 
demned the entire electric utility industry 
as being dishonest. He drew even a sharp- 
er retort from Senator McFarland (Dem- 
ocrat, Arizona) when he made a sneering 
reference to the integrity of the state reg- 
ulatory commission. By and large, how- 
ever, the proponents had their say with 
little interference on the first day. 

It was a different story on the second 
day when Commissioner Olds himself 
took the stand. Just prior to Olds’ testi- 
mony (which took the form of a 12,000- 
word statement in defense of his record), 
Representative Lyle (Democrat, Texas) 
blasted the President’s nominee with an 
analysis of a file of writings which Mr. 
Olds did twenty years ago for Federated 
Press—a labor news service—to which 
The Daily Worker and other radical pub- 
lications subscribed and published. Then 
followed an unusual development. Sena- 
tors who had voted to confirm Olds when 
he was first nominated by President 
Roosevelt in 1939, and again in 1944, 
joined in apologizing for having not pe- 
rused his record more carefully on those 
occasions, 

“These revelations shock me beyond 
words,” said Senator McFarland. “When 
I supported Mr. Olds in 1944, it was war- 
time and I was busy with other commit- 
tee hearings. I may have to confess a 
dereliction in duty but I knew nothing 
about all this.” 

When Olds took the stand he was sub- 
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jected to a fire of questions concerning 
his published writings. Olds’ indirect re- 
plies moved Senator Reed (Republican, 
Kansas) to declare: 


These writings are extremely se- 
rious. They make you out to be a first- 
class Communist. I have been respon- 
sible for a sympathetic attitude toward 
you in the past. I am disappointed in 
your evasions now. 


“My articles were not written as an 
advocate of any program,” insisted Olds. 
“In the light of world changes, some of 
the statements in retrospect seem to carry 
an unfortunate connotation. I never be- 
lieved in nor supported the Communist 
movement.” 


HAIRMAN Johnson (Democrat, 
Texas) referred to evidence that 
Olds, speaking from the same platform 
as Earl Browder, Communist leader, ad- 
dressed a meeting of the Trade Union 
Educational League, defined by The 
Daily Worker as an organization pushing 
for a revolution to overthrow the govern- 
ment and establish a workers’ govern- 
ment. 

“My lifelong principle has been to ac- 
cept speaking engagements, no matter 
who invited me,” said Olds. “The situa- 
tion has changed since the government 
labeled certain organizations as subver- 
sive.” 

The nominee refused to agree with 
committee members that such appear- 
ances could be interpreted as indorsing 
the aims of the organization. He said 
that he was not “advocating” the theories 
advanced in his writings but merely “in- 
terpreting the trends of the times.” 

“All this evidence is directly to the con- 
trary,” argued Senator Reed. “It is clear 
you were advocating these things.” 

“T’d like it better,” commented Senator 
Johnson, “if you honestly confessed you 
advocated all these matters but had 
changed your mind since then. You can’t 
deny you were advocating in these writ- 
ings.” 

“T was trying to shock the people,” said 
Olds. “I was pointing out the great 


changes that must evolve. And they are 
going to continue under the present lead- 
ership.” 

Representative Lyle gave the commit- 
tee a large stack of photostatic copies of 
Olds’ printed articles, most of them from 
The Daily Worker. 

“T was shocked when I read these,” he 
told the committee. “Here was a man who 
had risen to high position by attacking 
the church, the schools, the flag, Ameri- 
can patriotism, by sneering at the Fourth 
of July, by attacking the free enterprise 
system and our government. 

“I found that he had publicized a 
school for Communists, urging the com- 
rades to attend. I found he was full in 
his praise for the Russian system. 

“T cannot believe that President Tru- 
man, had he known what I now know, 
would have placed this appointment be- 
fore the Senate. Olds has reserved his 
applause for Lenin and Lenin’s system 
and has characterized Congress as merely 
handling administrative details for ‘an 
immensely powerful ruling class.’ ” 

Representative Lyle contended that 
Olds could not take refuge in the plea 
that his articles reflected the beliefs of 
“irresponsible youth.” He began writing 
them when he was thirty-two and con- 
tinued until he was thirty-nine, Lyle 
noted. Olds is now fifty-eight. 


5 Olds statement referred to his 
early formative years as being asso- 
ciated with many prominent social re- 
formers, including clergymen and prel- 
ates, and ended with a quotation from a 
Papal Encyclical. Reviewing his work 
as a regulator, Olds pointed out that the 
FPC has cut wholesale natural gas and 
electric rates by more than a quarter of a 
billion dollars over the last decade. 

But the nominee told a Senate Com- 
merce subcommittee, which is holding 
hearings on the appointment, that “there 
are no more healthy industries in the 
country than those subject to the Federal 
Power Commission.” And he added: 
“By whatsoever measure is applied, that 
work — and that means my work — has 
been helpful to private enterprise.” 

Mr. Olds noted that certain electric and 
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gas utilities, state commissions, and 
others have questioned his ideas about the 
extent of the Federal commission’s regu- 
latory powers. 

“T have tried to act, and will continue 
to do so, within the limits of the terms 
of the laws as interpreted by the highest 
courts,” he said. 

The Power Commission, he added, has 
been trying “to make the exercise of regu- 
latory authority an effective instrument 
of government in the public interest and 
to show the investing interests that the 
acceptance of their socia] responsibility 
actually benefits private enterprise.” 

Administration leaders were some- 
what surprised by the extent of the op- 
position as shown in the unanimous (7 
to 0) subcommittee report which was 
followed by a top-heavy adverse report 
of the full Interstate and Foreign Com- 
merce Committee (10 to 2). Because of 
the pressure for adjournment, no ex- 
tended floor fight on behalf of the Fed- 
eral Power Commission nominee could 
be mobilized. 

The possible rejection of Olds on ideo- 
logical grounds for a regulatory position 
creates an interesting precedent. It would 
mark the first time a member of a Fed- 
eral regulatory commission had been 
turned down for the reason that his al- 
leged views in favor of public ownership 
and socialized industry would conflict 
with the proper performance of a regu- 
latory function under a system dedicated 
to a continuation of private enterprise. 
The proposition that regulatory officials 
should have faith in regulation, has never 
been heretofore pressed as a test. 


> 
Tidelands Hearing 


2 Senate committee hearing 
room featured a program of vital 
interest to the natural gasand oil industries. 
This was the program scheduled by the 
Senate Interior Committee—starting Oc- 
tober 4th—on various bills relating to the 
Federal-state issue over control of tide- 
lands resources. Congressmen are begin- 
ning to get reaction principally from oil 
industry quarters that the government 
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advocates in the Interior Department are 
nursing the Federal interest in the tide- 
lands along as a means for eventually 
launching the Federal government into 
direct oil and possibly gas operation. 
Pressure from southwestern producing 
states has become so great in recent weeks 
that Chairman O’ Mahoney has promised 
that various alternative bills will be 
heard. 

But the producing states were believed 
to be mobilizing most of their strength 
behind a compromise bill, HR 5991, in- 
troduced in the House on August 15th. 
This bill acknowledges Federal title to the 
tidelands properties as confirmed by the 
U. S. Supreme Court decisions. But it 
would give the states power to “manage, 
administer, lease, and develop” the oil, 
gas, and other minerals within the coastal 
limits “without interference.” 

The compromise bill would also cut 
down Federal benefits from participation 
in the development of tidelands resources. 
It would give the states 624 per cent of 
all royalties, leaving the Federal govern- 
ment 374 per cent. It also would validate 
leases made by coastal states to private 
companies subsequent to the Supreme 
Court decision in June, 1947. 


¥ 


Downey versus Straus 


\ eo hearing before Senator 
O’Mahoney’s committee of interest 
to utility industries generally was slated 
to get under way October 11th. This was 
the revival of the perennial feud between 
Reclamation Commissioner Straus and 
California’s Senator Downey. Both 
Straus and his California regional di- 
rector, Richard Boke, were called upon 
to answer charges by Senator Downey 
of “incompetence” and “politics.” But the 
word around Capitol Hill was that neith- 
er Strausnor Boke had too much to worry 
about in the way of rough treatment, be- 
cause the impression prevails that Inte- 
rior officials are currently in high favor 
with the administration for providnig 
top-flight campaign ammunition in the 
western states during the 1950 congres- 
sional elections. 
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Congress Passes REA Phone Bill 


B* a voice vote and virtually no regis- 
tered opposition on final passage, 
the Senate on October 5th passed its ver- 
sion of the bill to authorize the Rural 
Electrification Administration to make 
loans for rural telephones. The bill now 
goes to a conference with the House on 
differences regarding the House version 
of the bill (HR 2960). The interest of 
the telephone industry is now centered 
on the outcome of this conference. 

As it passed the Senate, the bill con- 
tained a number of committee and floor 
amendments designed to make it more 
palatable to the telephone industry. In 
the main, these protective amendments 
featured the exclusion of public agencies 
from the list of eligible borrowers, and 
also borrowed loans which would create 
competition for existing telephone com- 
panies in rural areas, except in cases 
where the existing companies are unwill- 
ing or unable to render the needed service. 

The rather full afternoon of Senate 
debate was mildly complicated by the fact 
that the session was being held in com- 
petition with the opening game of the 
World Series between the Yankees and 
the Dodgers. But enough Senators man- 
aged to take time out from their cloak- 
room radio positions to keep a working 
quorum on hand. 

Only one of the amendments which 
the Senate tacked on to the rural tele- 
phone loan bill was actually pressed to 
a division vote. That was on an amend- 
ment offered by Senator Holland (Dem- 
ocrat, Florida) to eliminate certain am- 
biguous language left by a committee 
amendment regarding the status of “pub- 
lic bodies.” 
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Exchange Calls 


And Gossip 


Another floor amendment by Senator 
Aiken (Republican, Vermont) increased 
the maximum limit for telephone loan 
borrowers from telephone systems hav- 
ing 1,500 subscribers to 2,500. 

With final approval of the bill it is 
expected that a separate division will be 
created within REA, with a director, 
engineer, and others, to handle loans. 


x 
Rate Boost Asked 


ce Wisconsin Telephone Company 
asked the state public service com- 
mission recently to grant an increase in 
local exchange and intrastate telephone 
rates to provide the firm with an addi- 
tional $6,000,000 in annual revenue. The 
company said $2,000,000 of the increase 
is needed to pay the cost of wage in- 
creases for company personnel not cov- 
ered by the last rate increase. The other 
$4,000,000, according to J. B. Morrison, 
the company president, is needed to in- 

rate of ret 
that it can attract investment capital. 

The increase granted the company on 
July 18th provides the company with an 
over-all rate of return throughout its ex- 
changes of 5.5 per cent. 

Morrison contended that this rate is 
not sufficient to attract the new capital 
needed to expand and improve tele- 
phone service in the state. He said much 
remains to be done “to give the people 
the telephone service they need and 
want.” 

A state commission rate expert said 
the telephone company apparently wants 
to increase its rate of return from 5.5 
per cent to about 7 per cent. 

Plant and traffic employees of the tele- 


crease the company’s turn so 
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EXCHANGE CALLS AND GOSSIP 


phone company were granted wage in- 
creases ranging from $2 to $6 per week 
under a company-union agreement made 
on December 31, 1948. Last March 15th, 
union employees in the accounting de- 
partment were granted a raise of $3 to $4 
per week on the recomn nendation of an 
arbitration board. The company ex- 
tended this increase to nonunion em- 
ployees as well. It is this figure which the 
company seeks to meet by the first $2,- 
000,000 of the $6,000,000 increase. 


v 


Court Upholds Commission 
Order 


Ss Marion County Circuit Court 
of the state of Oregon has upheld 
the order of the Oregon public utilities 
commissioner who rejected as budget 
items for 1948 and 1949 the license con- 
tract payments which Pacific Telephone 
& Telegraph Company proposed to pay 
to the American Telephone and Tele- 
graph Company. The commissioner, in 
rejecting these budget items, had deter- 
mined that it was contrary to the public 
interest to permit the Pacific Company to 
continue to make payments on the basis 
of percentage of gross revenue. In the 
commissioner’s order of March 31, 1949, 
it was required that al] services needed 
by Pacific from American be furnished 
only on a requisition basis and paid for 
at actual cost of rendering such service. 
It was pointed out in the court de- 
cision that the Oregon commissioner, 
under the state’s statutes, has authority to 
Bee ate the budgets of expenditures 
pub lic utilities as to certain items, in- 
falas proposed payments for services 
to corporations having affiliated interests, 
to determine whether the same are fair 
and reasonable and not contrary to public 
interest.” The contention of the Pacific 
Company, that this section of the statute 
was unconstitutional, was rejected by the 
court, which held that such authority was 
essential to an orderly and effective exer- 
cise of the duties of rate regulation, and 
that adequate standards were set up for 
the guidance of the commissioner. 
The order of the commissioner was 


modified by eliminating that portion 
which required the company to requisi- 
tion service from the American Com- 
pany. The court stated that the statute 
was not deemed “to confer authority on 
the commissioner to prescribe for utili- 
ties the method of their doing business.” 


* 


Rate Refund Studied 
, i SHE question of refunding $340,000 


or more of the increased rates 

Southwestern Bell Telephone Company 
has collected from Missouri customers 
was taken under advisement recently by 
Circuit Judge Sam C. Blair. This shifted 
the telephone rate controversy momen- 
tarily from the state public service com- 
= 

The refund, if ordered, would be for 
the per iod between last February Ist and 
March 10th. This is the interval between 
the first and second orders of the com- 
mission for Southwestern Bell’s $3,400,- 
000 first-round Missouri rate increase. 

The company has been collecting the 
higher rates since February Ist. It has 
been impounding a sum equivalent to the 
increase and also has posted bond to as- 
sure refunds to customers. Judge Blair 
was reported to have said his impound- 
ment order referred only to the time 
since March 10th. However, the com- 
pany has deposited the fund to cover the 
entire period back to February Ist. 

Counse] for Kansas City argued be- 
fore the judge last month that the refund 
should be ordered immediately, since the 
only appeal to the state supreme court 
under the first commission order was 
taken by St. Louis county on a special 
point. The city counselor of Trenton 
urged Judge Blair to direct the refund 
forthwith. 


| ye the company, Charles H. Mayer 
of St. Joseph argued that no refund 
should be ordered until the supreme court 
disposed of the appeal. Such an order 
might be proper, he stated, if there were 
danger the rate increase collections would 
be spent and lost. He pointed out that the 
objecting cities had given no bond, so that 
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the company would not be reimbursed if 
refunds were made and the rate increase 
upheld thereafter. He asserted that the 
company would have to appeal, further 
complicating the whole controversy, if 
Judge Blair directed a refund. 

The company and the commission 
both have appealed from a decision by 
Judge Blair reversing the commission’s 
second order for the first-round in- 
crease. 

* 
Phone Service Greatest Need 


OVERNOR Scott of North Carolina 
(; recently said adequate telephone 
service “is the greatest single public 
need” in the state. That is assuming, he 
pointed out, that the $200,000,000 road 
bond issue and $50,000,000 authorized 
for public school buildings will take care 
of the more pressing problems of roads 
and schools. 

He said he thought some of the tele- 
phone companies were making an honest 
effort to supply service adequately to 
rural areas, but “some” of the 69 or 70 
companies in the state “are just plain 
dragging their feet.” 

“T have a feeling the private compa- 
nies will go ahead and do it,” he added. 
“They are picking up right many loose 
ends now in my country.” Scott said he 
would “be satisfied” with the expansion 
program of Southern Bell, the state’s 
largest telephone company, if it goes 
through with a plan to spend $4,000,000 
on expanding telephone service in rural 
sections. 

Asked if he thought the state utilities 
commission was cooperating fully in his 
program for expanding power and tele- 
phone service in rural areas, Scott re- 
plied that “I still think they have some 
of the old philosophy.” The complaint 
against the commission has been that it 
tended to take the side of the utility com- 
panies, he said, and “there is still some 
complaint that they think with the utili- 
ties.” However, he said he thought the 
commission had improved and is “doing 
a pretty good job” of getting after the 
companies to expand their service in areas 
which need it. 


Rate Case Returned to 
Commission 

HE Southwestern Bell Telephone 

Company won its first round in its 
Kansas telephone rate litigation in 
Shawnee County District Court last 
month. Judge Paul Heinz sent the case 
to the Kansas Corporation Commission 
to be tried on its merits. 

Judge Heinz ruled the commission 
acted “unlawfully and unreasonably” in 
January, 1948, in dismissing the tele- 
phone company’s application for a $3,- 
500,000 annual rate increase in the state. 

The commission did not rule on the 
rate issue but threw out the company’s 
application on the grounds that the tele- 
phone company had not supplied suffi- 
cient information on the costs of ma- 
terials to Western Electric Company, an 
affiliate of American Telephone and Tele- 
graph Company, the holding company. 

Meanwhile, the commission has al- 
lowed a temporary rate increase, pend- 
ing the outcome of the litigation. The in- 
crease yearly will amount to $3,250,000, 
which is being collected under bond. 


¥ 


Bell Hearing Postponed 
"aay Indiana Public Service Com- 
mission will resume hearings in No- 
vember on the Indiana Bell Telephone 
Company’s request for a $3,800,000 an- 
nual rate increase. When the commis- 
sion resumes the hearings, evidence will 
be presented against the proposed rate 
boost. Some 62 communities are affected. 
William E. Steckler, commission pub- 
lic counselor, said he would not be ready 
to present direct testimony of a half- 
dozen witnesses and 15 or 20 technical 
exhibits before November 20th. This is 
expected to take a week or ten days. 
As the prolonged hearing was broken 
off, still undisposed of was Steckler’s re- 
quest for additional information on pen- 
sion accruals of the American Telephone 
and Telegraph Company. The commis- 
sion is to hire an independent actuary to 
study the pension system. Steckler has 
described the billion-dollar pension fund 
as “excessive.” 
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Financial News 
and Comment 


By OWEN ELY 


Gas Trends in 1949 
SS the stocks of the big 


integrated gas systems have not 
shared in the rising trend of electric 
utilities this year. Nineteen forty-nine 
highs for companies such as Columbia, 
Consolidated, Lone Star, National Fuel, 
and United Gas have been lower than, 
or barely equal to, the 1948 highs, prob- 
ably due to irregular or disappointing 
earnings. The latter were due to several 
factors—the warm winter, the sharp 
decline in the value of important by- 
products such as natural gasoline, stock 
dilution through new money financing, 
etc. Moreover, current 1949 earnings 
are also proving somewhat disappoint- 
ing; the composite income statement for 
reporting natural gas companies showed 
a decline of 28.6 per cent in July com- 
pared with last year. Stocks of the pro- 
ducing companies (Chicago, Delhi, Re- 
public. Shamrock, Southern, South- 
west, and Western) also proved some- 
what disappointing marketwise this year 
for similar reasons. 

But the pipe-line companies (Pan- 
handle, Northern, El Paso, Southern, 
Texas Eastern, Tennessee, and Trans- 
continental) made a better average mar- 
ket showing. This was truer of the high- 
leverage issues such as Texas Gas, 
Texas Eastern, Tennessee Gas, EI 
Paso, and Southern than of the old-line 
conservatively financed companies such 
as Panhandle and Northern. The pipe- 
lines were, of course, pretty well protect- 
ed by long-term contracts for both pur- 
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chases and sales, and their rapid expan- 
sion pyramided common stock earnings. 

While natural gas producers’ shares 
are now off some 20-40 per cent from 
last year’s highs, the statistical back- 


ground appears to have improved. The 
prices of oil and natural gasoline have 
firmed up and field prices for natural gas 
are continuing to rise sharply, with keen 
competition for available supplies. For 
example, field prices along the Texas 
Gulf coast have more than doubled in 
recent years and price escalators in ex- 
isting gas contracts are more and more 
becoming effective. When these read- 
justments begin to take effect, earnings 
of producer companies may rebound and 
stock market prices recover. 


OWEVER, if the Natural Gas Act is 

finally amended to free producers 
from the threat of FPC regulation, huge 
supplies of gas might be released by the 
big oil companies, which are now holding 
them off the market because they wish 
to avoid increased Federal regulation. 
(This issue was being dramatized 
in the fight against renomination of 
Leland Olds to the Federal Power Com- 
mission.) Moreover, it seems unlikely 
that the natural gas producers can again 
enjoy the high prices obtained for nat- 
ural gasoline and other by-products in 
1948. 

During 1949 some of the manufac- 
tured gas company stocks have stolen the 
spotlight (marketwise) from the natural 
gas companies. In 1948 some of these 
companies had a bad year because of 
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very high prices for coal and oil, and 
delays in getting rate increases; in 1949 
they “caught up” on rates and also en- 
joyed fuel savings. Thus Brooklyn 
Union Gas, Kings County Lighting, 
South Jersey Gas, Laclede, and others 
have enjoyed moderate to large price 
gains this year. Introduction of natural 
gas in the Northeast in 1950-51 may tend 
to sustain market interest a while longer. 

Despite the comeback of manufac- 
tured gas companies with respect to net 
earnings, they continued to make a poor 
showing as to gross sales when compared 
with the natural gas companies, indicat- 
ing a continued shift in the business. 
Thus in the June quarter this year manu- 
factured gas sales in MCF were down 2.2 
per cent compared with a gain of 9.4 per 
cent for natural gas; and, despite rate 
increases, revenues gained only 6.1 per 
cent versus 11.4 per cent for the natural 
gas utility industry. 

* 
1948 Review of the Gas 
Industry 


OTAL revenues for the gas industry 

(from ultimate consumers) were 
$1.6 billion in 1948 or 13 per cent over 
the previous year. The natural gas 
branch of the industry made the most 
consistent gains, with revenues of nearly 
$1 billion, up 17 per cent. Growth was 
due primarily to the greater number of 
utility customers, about two-thirds be- 
ing new gas users and the other third the 
result of changeovers. Despite 1.6 per 
cent fewer customers for manufactured 
gas, revenues in that branch of the in- 
dustry reached the record level of $463,- 
000,000 or a 12 per cent increase, the 
gain largely reflecting rate adjustments 
obtained in 1948 and late 1947 to com- 
pensate for higher fuel costs. The great- 
est relative increase was in industrial 
revenues (despite practically unchanged 
volume) while the smallest gain was in 
residential revenues. 

The full effects of changeovers by sev- 
eral large utilities to natural gas in 1947- 
48 were reflected in the 1948 statistics 
for the mixed gas branch of the industry. 
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Customers dropped 17 per cent and rev- 
enues ($103,000,000) were down 16 per 
cent. The liquefied petroleum gas branch 
of the industry, while the smallest, con- 
tinued to gain at the most rapid rate, 
1948 revenues ($19,000,000) being 61 
per cent over 1947. This type of opera- 
tion (propane, etc.) has become increas- 
ingly popular in recent years for servic- 
ing small or isolated areas, and supplant- 
ing old manufactured gas-producing fa- 
cilities, as well as to take care of areas 
previously unsupplied. 


| Fprewreg results were quite irregular 
during 1948, some individual manu- 
factured gas companies obtaining im- 
proved earnings for security holders as a 
result of rate increases but the greater 
part of the industry suffered from rap- 
idly rising costs of coal, fuel oil, etc. 
Utility operating income amounted to 
only 7.2 cents per dollar of revenue in 
1948 compared with 7.7 cents in the 
previous year, and the gas departments 
of electric companies showed no income 
from gas operations in 1948 as compared 
to 2.9 cents per dollar of revenue in the 
previous year, 

The straight natural gas companies in 
1948 were able to retain 16.6 cents out 
of the revenue dollar for operating in- 
come, approximately the same as in the 
previous year, but down from 19 cents 
in 1946. Net income made a slightly less 
favorable showing, due largely to several 
bond issues by pipe-line companies 
which increased fixed charges. 

Ratios of gas utility plant investment 
per dollar revenue in 1948 were as fol- 
lows: 


Combination natural gas companies . .$2.40 
Manufactured gas companies ........ 2.90 
Straight natural gas companies ...... 3.20 
Combination manufactured gas 

4.10 


companies 
These were the lowest ratios (except 
for combination manufactured gas com- 
panies ) in eleven years. 

In 1948 gas utilities purchased more 
than three times as much gas as they 
produced, as compared with ratio of 2 to 
1 in 1945. Despite record production of 
natural gas of about 6 trillion cubic feet 
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in 1948, the proved recoverable reserves 
increased by 14 trillions to 174 trillions. 
While about three-quarters of these re- 
serves are still in the southwestern states, 
the biggest relative gains were in the 
Rocky Mountain region where reserves 
almost doubled to some 4 trillions. Re- 
maining small reserves in the Ap- 
palachian district (about 4 trillions) and 
in the Pacific (10 trillions) showed no 
change, and midwest reserves (26 tril- 
lions) were slightly lower. Reserves in 
the Southwest (123,000,000) gained 5 
per cent, which was also the rate of gain 
for the entire country. Present reserves 
were more than seven times greater than 
the 1925 figure and double the 1940 
estimate. 


PERATING statistics for the manufac- 

tured gas companies reflected a 6 
per cent increase in the use of oil, both 
to enrich the gas and for oil-gas produc- 
tion; use of ‘coal and other solid fuels 
dropped 2.5 per cent. Carbureted and 
high Btu oil gas (both requiring less 
solid fuel per MCF) are increasing while 
production of coal gas is declining. More 
companies are also using liquefied pe- 
troleum gas for emergencies and peak- 
load shaving, and volume of such usage 
nearly doubled to 1.3 billion cubic feet 
(this figure reflecting use only by re- 
porting companies). 

Natural gas production statistics are 
somewhat unsatisfactory since the 
American Gas Association reports only 
the incidental production by gas distrib- 
uting and pipe-line companies, and sta- 
tistics compiled by the U. S. Bureau of 
Mines are greatly delayed. It is esti- 
mated that marketed production of nat- 
ural gas increased in 1948 to nearly 5 
trillion cubic feet. Texas continued to 
lead with 45 per cent of total production, 


with Louisiana, Oklahoma, and Califor- 
nia following. 

The mileage of gas utility mains 
(346,000) increased nearly 15,000 in 
1948. About 6,000 miles of field and 
gathering and transmission mains were 
constructed for natural gas, and at the 
end of the year the natural gas transmis- 
sion network in operation included 92, 
000 miles of main. 

At the end of 1948 the entire gas in- 
dustry reported over 22,000,000 custom- 
ers, an increase of about 4 per cent over 
the previous year; natural gas utilities 
reported over half the total. Residential 
sales per customer remained relatively 
stable, although there were crosscurrents 
in the trends for various branches of the 
industry resulting from weather condi- 
tions, which affected the heating season. 
The table below shows sales per customer 
and the revenue per thousand cubic feet 
for different divisions of the industry. 

Statistics on 1948 financing for the in- 
dustry are not very accurate or complete, 
but nearly $800,000,000 of new-money 
securities were issued by straight gas 
and combination gas utilities during 
1948, of which nearly $500,000,000 rep- 


resented funded debt. 


ONSTRUCTION expenditures by gas 
C utilities in 1948 aggregated $770,- 
000,000, including the $143,000,000 ac- 
quisition cost of the Big Inch lines, and 
were slightly larger than in 1947. It is 
estimated that 1949 construction costs 
will reach $943,000,000. A survey con- 
ducted by the American Gas Associa- 
tion’s committee on economics indicates 
that the industry expects to spend about 
$3.5 billion on construction for the 5- 
year period 1948-52 inclusive, about 
half of this amount being for natural 
gas pipelines. 


e 


Revenue Per MCF 


CF Sales Per Customer (Cents) 
Incr. over Incr. over 
1948 1947 1948 1947 
Manufactured gas ... 37,300 +3.3% 115.1 + 9.2% 
ee 79,300 +1.0 63.6 + 18 
are 49,900 —29 81.4 + 1.5 
Liquefied petroleum . 22,100 +3.3 207.0 +13.4 
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The aggregate payroll for the entire 
gas industry approximated $500,000,000 
in 1948 and the average annual wage was 
$3,180 or about 9 per cent over 1947. 
However, labor costs in proportion to 
revenues remained about unchanged. 


e 


AND COMMENT 
5 


Wholesale natural gas prices rose § 
per cent during the year. At the end of 
1948 they were still 11 per cent below the 
1932 level while coke was 182 per cent 
higher than in 1932, oil 169 per cent, 
bituminous coal 138 per cent, and an- 


CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 


Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12 Mos. 
Operating Statistics (July) 

Output KWH—Total ............ Bill. KWH 23.7 289.3 2% 7% 
Biydro Generated ....6..scccess - 7.3 — 7 — 
Fuel Generated ..........00c00- a 16.4 — — — 

Pe ee eee oe Mill. KW 59.3 — 9 _— 
IG MM ceases Mill. 42.0 — 6 — 
i. Bl eee Mill. tons 6.4 _ D20 — 

0 RES Pe ey Mill. MCF 55.8 — 15 - 

BM tri Stesdiceesid aatare eka Mill. bbls. 5.5 — 69 — 

Rn I ire ate Mill. tons 27.9 = 3 — 
Sales, Revenues, and Rates (July) 

KWH Sales—Residential ..... Bill. KWH 3.4 43 15% 13% 
Commercial ....... - 3.1 35 11 10 
eee - 8.1 106 D6 3 

WO, CE II i no eWiccdaccexsias e 20.6 256 2 6 
Revenues—Residential ............ Mill. $ 105 1,293 13 11 
eS 2 86 996 10 10 
ere - 97 1,226 D1 8 
Total, incl. misc. sales .......... “4 353 4,269 6 9 
Revenues and Income (July) 
Elec. Rev., incl. misc. rev. ......... ” 357 4,320 6 9 
PCO Gib oases civicadecuka 6 4 123 5 5 
Expenditures (July) 

a ARPES Se eer ee s 55 753 D14% 5% 

DN scams awed wee bok beaa aan 72 838 4 9 

MES, EERDONGES. 60. occccnscccceccss . 61 754 2 7 

DRUM \o.ni na posd dd vviveescaue ~ 32 371 8 7 

WE irc htacabawenduussedueanoen “a 65 757 19 13 

ES rrr Pre eee i 20 231 15 16 

PSROTURMINR, COE. coc ccncccccccce - 1 23 D35 D70 

Earnings and Dividends (July) 

Oe ee rere 4 54 716 25% 13% 

Preterred Die. (€86.) nccccccccccce 6 8 98 4 2 

Bal. for Common Stock (est.) .... 5 46 618 28 16 

Common Dividends (est.) ........ Ks 37 410 2 9 

Balance to Surplus (est.) ......... sa 9 218 — 62 

Utility Financing (August)* 

NE a ele oars ok Got chara ah bare he a 35 — D30% — 

DEEL. Vdicheduaawunvonedsuaeeen ” 46 — 58 - 
EL achckped een aac ™ 81 — 3 — 

Life Insurance Investments (Jan. Ist-Sept.24th) 

Loo eee ee “ — 768 - D16% 

i ap” aa ee — 57 — 107 
| Se err ee - — 815 — D15 

Per Cent of Al! Investments ...... ° _ 20% = D3 





D—Decrease *Data for all utilitix. (electric, gas, telephone, etc.), including 
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thracite 54 per cent higher. The price of 
gas to consumers (as a component of 
the Consumers’ Price Index) rose about 
4 per cent during the year. However, it 
remained about the same as for the aver- 
age period 1935-39, though the index as 
a whole increased 71 per cent over the 
base period. 


> 


Answers to Questionnaire on 
Utility Policies, Accounting, 
Etc. 

RESIDENT A, F. Tegen of General 

Public Utilities recently sent a ques- 
tionnaire to a number of financial 
analysts and others in a position to influ- 
ence investors, propounding 25 questions 
in reference to common stock financing 
by utility companies. Without quoting 
questions and answers verbatim, follow- 
ing is a summary of the major points 
covered with the exception of the topic 
“management,” which will be discussed 
in the next issue of the FORTNIGHTLY: 

Plant Acquisition Adjustments (Ac- 
count 100.5). Should this be deducted 
from surplus in determining the com- 
mon stock equity ratio, or the book value 
of the common stock? A slight majority 
thought that if the account is being 
amortized (as is usually the case) it 
need not be deducted. Where it is not 
being amortized, a substantial majority 
favored deducting it. Regarding the an- 
nual amortization of 100.5 in the income 
statement, a substantial majority favored 
deducting the item from gross income 
in computing coverage of interest, etc., 
and also before figuring common stock 
earnings. 

Depreciation. A very substantial ma- 
jority of the replies indicated that both 
the annual accrual and the amount of the 
reserve are important factors in analyz- 
ing common stocks. A large number also 
considered the amount of depreciation 
used for Federal tax purposes as of in- 
terest. (This is seldom made available 
to stockholders.) Standards or rules se 
by regulatory commissions with respec 
to the accrual and reserve were consid- 
ered important by nearly all correspond- 


+ 
t 
+ 
l 


ents. Ideas regarding the proper size of 
the reserve were rather general, but 20- 
25 per cent of gross plant seemed ade- 
quate to some executives. Depreciation 
accruals should be about 2.5 per cent of 
plant for steam plants or 10 per cent of 
revenues, according to some answers. 
Only a moderate majority favored 
making an adjustment in the common 
stock equity ratio if the depreciation re- 
serve is out of line with normal figures, 
or with a definite regulatory finding. In 
figuring earnings a majority do not make 
a practice of adjusting earnings cover- 
ages if the accrual is inadequate or ex- 
cessive, or of adjusting for the amount 
claimed in the Federal tax return. 


|. p= Value of Stock. A fair-sized 
majority considered book value im- 
portant in analyzing the investment 
position of a common stock. 

Capital Ratios. The average opinion 
seemed to regard these ratios as satis- 
factory: bonds 54 per cent, preferred 
stock 19 per cent, common equity 27 per 
cent. However, to achieve “blue chip” 
status the ratios should be: bonds 44 per 
cent, preferred 17 per cent, common 39 
per cent. 

Surplus in Relation to Annual Divi- 
dend Requirements. A fair-sized ma- 
jority felt there was no important sig- 
nificance in this relationship. 

Percentage of Revenues Available for 
Common Stock. The great majority of 
replies considered this ratio important. 
A low ratio is considered 10 per cent, 
high 18-20 per cent, average 12 per cent. 

Increasing the Equity Ratio. In a 
hypothetical case where common stock 
is being sold to increase the equity ratio 
from 30 per cent to 40 per cent, all but 
a few replies held this would increase 
total capital costs. Those who thought it 
would be in the interest of present stock- 
holders were somewhat in the minority. 

Preémptive Rights. A large majority 
considered preémptive rights in the 
charter as of tangible value to stockhold- 
ers. A somewhat smaller majority was 
against the amending of charters (as re- 
cently done in some cases, with regula- 
tory approval) to abolish preémptive 
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rights where stock is offered for prop- 
erty, or for cash in a public offer. A 
majority thought that limitation of pre- 
émptive rights would influence them in 
pricing stock to be issued. However, 
when queried as to whether they would 
put the price higher or lower there were 
relatively few answers, with a slight 
majority favoring lower prices. 

Cumulative Voting. A fair-sized ma- 
jority did not consider this of value. 

Pricing Common Stock for an Offer- 
mg. The majority thought a price of 
21 would be most popular with investors ; 
the practicable range would be 15-30. Al- 
most all replies indicated that a price 
over 45, or below 10, would adversely 
affect the attitude of investors. 

Serial Debentures v. Sinking-fund 
Preferred Stock. A big majority thought 
that common stockholders would benefit 
more than a 15-20-year serial debenture. 

Convertible Securities. Strangely, a 
majority did not consider a convertible 
issue “an entirely satisfactory financing 
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device from the common stockholders’ 
point of view.” 

Evils of the “Welfare State.” A big 
majority felt it an obligation to manage- 
ment to carry on a substantial publicity 
program against the inroads of the “wel- 
fare state.” 

Quarterly Reports to Stockholders. 
A moderate majority favored emphasis 
on annual instead of quarterly reports. 
A large majority considered it an obli- 
gation to management to report on the 
short-term outlook for the company once 
a year, but a slight majority did not think 
it necessary to do this quarterly. 

Rate Increases. A moderate majority 
thought the electric utility industry’s ef- 
forts to increase rates in the last three 
years had been inadequate. 

Dividend Pay-out Ratio. Seventy- 
eight per cent was considered a satisfac- 
tory pay-out ratio for an electric utility 
with a sound balance sheet, reasonably 
stable earnings, and no substantial sink- 
ing-fund requirements, 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 
——-Share Earnings. 


12 Mos. 
Ended 


Telephone Companies 
Bell System 


S See, Te © TS. csciccss 
O Cinn. & Sub. Bell Tel. .... 
C Mountain Sts. T. & T. ... 
C New England Tel. ....... 
S Pacific Tel. & Tel. ...... 
O So. New Eng. Tel. ...... 
cased cenlewens 
Independents 
:; Associated Tel. A cceccces 


S General Telephone ...... 
C Peninsular Te. ......0.+: 
O Rochester Tel. gedacanseas 


Transit Companies 


O Baltimore Transit ....... 
© Copied Tramelt .ocescise 
@ Chee 5.5.65. 5. .... 
CP Se We, OS ca awiacaven 
O Dallas Ry. & Term. ...... 
O Duluth Sup. Trans. ...... 


O Kansas City Pub. Serv. .. 
O Los Angeles Transit .... 


> mete Cote BAe oc. ccecs 
> Pee BONO ccccccedses 
O Rochester Transit ....... 
O St. Louis Pub. Ser. A .... 
O Syracuse Transit ........ 


S Third Ave. Transit ...... 
S Twin City Rapid Tr. .... 
O United Transit .......... 


DO ee 


Water Companies 
Holding Companies 


S Amer. Water Works .... 
O N. Y. Water Service .... 


O Northeastern Water ..... 
Operating Companies 
O Calif. Water Serv. ...... 
O Elizabethtown Water .... 
S Hackensack Water ...... 
O Indianapolis Water ...... 
O Middlesex Water ........ 
O New Haven Water ...... 
O Ohio Water Serv. ....... 
O Phila. & Sub. Water .... 
O Plainfield Union Wt. .... 
O San Jose Water ......... 


O Scranton-Spring Brook .. 
O Southern Cal. Water .... 
O Stamford Water ........ 
O West Va. Water Serv. ... 


a 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Price 

9/28/49 Indicated - —Share Earnings— — Earn- 
Price Dividend Approx. 12 Mos Cur. Prev. Jo In- ings 

About Rate Yield Ended Period Period crease Ratio 


Natural Gas—Retail 
C Arkansas Natural Gas ... 10 $ .40 40% Dec. $144 $ 80 80 6.9 











O Atlanta Gas Light ....... 19 1. 20 6.3 June 182 1.78 2 104 
S Columbia Gas System .... 12 aa 6.3 June 100 117 D6 120 
C Consol. Gas Util. ....... 13 70 5.4 July 172 1.55 11 7.6 
S Consol. Nat. Gas ........ 42 2.00 48 June 3.65 4.03 DO 11.5 
O Houston Nat. Gas ....... 15 80 5.3 July 1.42 1.29 10 =10.6 
O Indiana Gas & Water .... 18 1.20 67 Aug. 162 1.38 2 3 
O Kansas-Neb. Nat. Gas ... 15 1.00 6.7 Dec. 1.70 1.36 25 8.8 
*S Laclede Gas Light ....... 7 .20 3.0 June 92 .90 2 7.6 
a I eee 22 1.20 A June 1.97 213 D8 11.2 
O Minneapolis Gas ......... 14 80 5.7 Dec. 103 1.10 D6 = 13.6 
O ‘Mobile Gas Service ...... 24 1.50 6.3 June 2.36 2.76 D1l4 102 
S Montana-Dakota Util. ... 13 80 6.2 June 135 1.30 4 9.6 
C National Fuel Gas ...... 10 60 6.0 July 71 72 D1 140 
*Q National Gas & Elec. .... 6 ae 9.2 Dec. 1.5 164 D8 4.0 
C Okla. Natural Gas ....... 30 2.00 6.7 July 3.17 3.41 D7 9.5 
S Pacic Lighting ......... 52 3.00 5.8 June 3.59 492 D27 14.5 
C Pacific Pub. Serv. ...... 17 1.00 5.9 Dec. 2.43 1.91 28 7.0 
*S Peoples Gas L. & C, .... 116 6.00 5.2 June 11.37 10.36 10 102 
C Rio Grande Valley ...... 2 12 6.0 Dec. 20 21 D5 100 
O Rockland Gas ........... 29 1.70 5.9 Dec. 2.73 3.36 D119 10.6 
O Southern Union Gas ..... 16 80 5.0 June 153PF — — 105 
O Southwest Nat. Gas ..... 4 .20 5.0 June 34 .26 31 118 
De: Se GOD ccnscersccces 17 1.00 5.9 June 144 1.74 D117 118 
S Washington Gas Light .. 24 1.50 6.3 July 115 287 D60 209 
PIE: esha ieawos 5.8% 10.9 
Natural Gas—W holesale & Pipe Line 
S El Paso Nat. Gas ........ 25 $1.20 48% July $2.21 $2.08 6 11.3 
O Interstate Nat. Gas ...... 28 2.00 7.1 Dec. 2.03 1.71 19 138 
O Mississippi Riv. Fuel .... 33 1.80 5.5 June 2.57 — — 128 
O Missouri-Kansas P. L. ... 28 1.00 3.6 Dec. ise | 627 4 21.2 
S Northern Nat. Gas ...... 34 1.95 5.7 June 2.65 286 D7 128 
S Panhandle East. P. L..... 57 3.00 Fe June 4.66 4.56 2 ize 
O Republic Natural Gas .... 34 1.00 2.9 June 3.03 272 11 11.2 
S Southern Nat. Gas ...... 33 2.00 6.1 June 3.09 2.85 8 10.7 
O Southwest Gas Prod. .... 8 — — Dec. 47 14 236 = 17.0 
CS Fee, Gils STM. 2060 ccc 30 140&Stk. 4.7 July 2.24 — — 13.4 
O Texas Gas Trans. ........ 14 -- — May 75 _- — 186 
© Temas East: Teme. «..<... 17 — — Mar. 1.31 — — 13.0 
PU. kac0aseeccccas 4.9% 14.8 
Manufactured Gas—Retail 
C Bridgeport Gas .......... 23 $1.40 6.1% Dec. $1.60 $169 D5 144 
O Brockton Gas Lt. ........ 16 1.00 6.3 Dec. 43 100 Dil — 
S Brooklyn Union Gas .... 33 1.60 48 June 301% — — — 
© Hartiord Gas .....60.0.. 35 2.00 5.7 Dec. 185 2.10 D12 18.9 
O Jacksonville Gas ........ 31 1.40 4.5 Dec. 6.06 5.64 7 5.1 
C Kings County Ltg. ...... 7 40 5.7 June 13 — oon ene 
O New Haven Gas Light .. 27 1.60 5.9 Dec. 1.76 1.77 — 15.3 
O Providence Gas ......... 10 .60 6.0 Dec. 73 64 14 13.7 
CP TE GD onan csdewcees 10 25 2.5 June 1.01 44 = =130 9.9 
O South Jersey Gas ........ 9 -- -- Dec. 38 15 Gs 27 
INS ov ci cddcccucse 5.4% 14.1 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend 
in most cases is toward greater use of natural gas, hence we have dropped the separate classifica- 
tion. PF—Pro Forma. #—Six months ended June 30, 1949. 
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Gas Conservation 





“em Accomplishments in Oil and 
Gas Conservation” was the theme 
at the September 3rd meeting of the In- 
terstate Oil Compact Commission held at 
Estes Park, Colorado—and Olin Cul- 
berson, member of the railroad commis- 
sion of Texas, pointed out some of the 
great strides that have been made along 
these lines in the Texas oil and gas 
industry. 

Mr. Culberson recognized that a dis- 
cussion of this subject could be developed 
from a number of different angles such 
as: (1) accomplishments resulting from 
better oil and gas conservation legisla- 
tion; (2) from the standpoint of the ef- 
fect of conservation practices on ad- 
vancement of technical knowledge as to 
how to do a better job in developing and 
producing oil and gas reservoirs; (3) 
from the standpoint of the effect that 
conservation practices have had on the 
uncovering of new sources of oil and gas 
supply and in keeping known reserves 
abreast of demand for oil and gas; (4) 
by viewing the effect of conservation 
practices in yielding greater ultimate oil 
and gas recoveries from the natural reser- 
voirs; (5) the effect of conservation 
practices on furthering advancements in 
technical knowledge of how to obtain 
more usable products from crude petro- 
leum and natural gas; (6) from the 
standpoint of the effect of conservation 
practices on the general economy. Hav- 
ing recognized these various approaches 
to a discussion of the conservation prob- 
lem, Mr. Culberson acknowledges that 
any discussion must involve a compari- 
son of past performances versus present 
conditions. 


E finds this a relatively simple task 
when one may readily observe 


tangible accomplishments such as the 
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Accomplishments 


elimination of flaring operations in the 
oil and gas fields in comparison with a 
few years back when almost every oil- 
and gas-producing area was burning the 
gas in the field. The problem becomes 
more complex when accomplishments are 
viewed in a sphere where it is necessary 
to evaluate conservation techniques in 
present operations with similar past op- 
erations without such techniques. 

Mr. Culberson approaches his discus- 
sion of the subject in these words: 


To speak, therefore, of the accom- 
plishments that have been made in 
Texas in the field of oil and gas con- 
servation and to try to point out what 
these accomplishments are, I must 
compare the present with the past. I 
must show that the program now being 
followed in producing oil and gas in 
Texas is a better program, from the 
standpoint of conserving oil and gas, 
than was the program followed at some 
prior time. 

Any restrictions which existed in the 
field prior to 1928 were purely voluntary 
ones. These voluntary restrictions were 
essentially caused by the unavailability 
of markets. It was also in this year that 
the railroad commission of Texas, al- 
though formed in 1919, began active 
regulation of the rate of production. 
Chaos following the discoveries of the 
east Texas field pre cipitated active regu- 
lation which began in 1934, and it is in 
the light of conditions prevailing around 
this time compared with those of 1949 
that Mr. Culberson points out the effec- 
tive conservation measures resulting 
from this regulation. 


HE end of 1935 found Texas with 
| approximately 59,500 oil wells, with 


a smattering of gas wells throughout the 
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state. Of the approximate 59,500 oil 
wells, some 23,300 were flowing wells, 
while 36,300 already were being artificial- 
ly lifted. Mr. Culberson compares the 
practices of utilizing natural energy in 
the expulsion of oil from the under- 
ground reservoir rocks as it existed in 
1935 with the present as follows: 


In oil reservoirs that contain gas 
caps, we would not now think of op- 
erations therein except in connection 
with a conservation program whereby 
there was established and prescribed 
an efficient producing gas-oil ratio and 
a curtailment of production from wells 
operating with gas-oil ratios in excess 
of that prescribed ratio. Also, with re- 
spect to such a reservoir, we would 
now provide for a periodic redeter- 
mination of producing gas-oil ratios 
so as to keep abreast of changed 
reservoir conditions resulting from 
withdrawals. Not much along this line 
was being done in Texas fifteen years 
ago, as no periodic gas-oil ratio surveys 
were prescribed or required then as an 
incidence to allocation of field allow- 
ables among the wells therein or as an 
incidence to fixing the rate of produc- 
tion to be had from the field. ... We 
now not only exercise control over the 
gas produced from oil wells where 
such is produced with gas-oil ratios in 
excess of that prescribed by the com- 
mission, but we encourage, in so far as 
we are able to, the return of the gas 
that is produced to the reservoir from 
which it came so that reservoir pres- 
sures may either be maintained or pres- 
sure declines arrested or minimized. 
Mr. Culberson even visualizes addi- 

tional controls along these lines in the 
future when it is expected that all pro- 
ducing fields will be required to main- 
tain reservoir pressures to the end that 
the greatest ultimate reservoir of oil 
will be had even if this requires injec- 
tion of gas or water in the reservoir dur- 
ing the early stage of operations. 


pao 1942 a new and significant ter- 
minology has been introduced into 
oil and gas production called “maximum 
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efficient rate (MER).” Its definition still 
lacks uniformity, but it can be generally 
described as a rate of production which, 
if exceeded for some interval, would re- 
sult in avoidable underground waste of 
the natural resources contained in that 
reservoir. This term was, of course, un- 
known fifteen years ago. In those days 
very little was known of the effect with- 
drawal rates had on reservoir pressures, 
gas-oil ratios, and water production, A 
constant flow of data from the producing 
fields is necessary to determine the MER 
of a field and an attempt is being made 
to keep this data available. This is easily 
done at annual hearings. These hearings 
have now been held for a sufficient length 
of time so that the data obtained from 
them can be put together and a picture 
had therefrom that can be relied upon as 
a basis for establishing physical waste 
limits on producing rates. The data com- 
ing from 75 per cent of the current oil 
production is now historically available. 
The speaker sees conservation accom- 
plishments in the above, when he says: 


Surely we must admit that a con- 
servation program that results in the 
production from oil fields being ob- 
tained at rates at or below those rates 
which would cause avoidable under- 
ground waste is a better conservation 
program than that which obtained 
when physical waste limits on rates of 
withdrawals were not known and, be- 
ing unknown, were not taken into con- 
sideration. 


Departing from this evaluation of the 
more intangible accomplishments, the 
speaker launches into a discussion of 
more tangible ones with the following: 


An evaluation of accomplishments 
in the field of conservation of oil and 
gas in Texas during the last fifteen 
years would be incomplete without it 
took into consideration what has been 
done in the matter of eliminating the 
promiscuous flaring of large volumes 
of casinghead gas, In 1935, practically 
all of the casinghead gas produced in 
Texas, above that amount required for 
use in the immediate area where it was 
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produced, was flared on the leases 
where it was produced. Gas processing 
plants were soon erected in some of 
the localities and fields where volumes 
of casinghead gas were large and 
where the GPM content of the gas was 
high. Even so, however, large volumes 
of the dry or residue gas left after the 
processing operation ‘were burned at 
the tail gate of the processing plant. 


oe starting point of effective con- 
servation measures in the elimina- 
tion of flaring practices lies in a landmark 
order by the commission in 1947, The 
commission order, recognizing the waste- 
ful burning of 35,000,000 to 40,000,000 
cubic feet of gas in a particular field, di- 
rected that the oil field proprietor instead 
put the gas to certain beneficial uses 
which the commission stipulated and 
that, unless this was done, the gas was 
not to be produced. 

The ruling received a great deal of 
criticism on the part of the producers and 
was referred to as a “shut-down order.” 
The order was strongly contested by ap- 
peal to the court. However, in the mean- 
time, steps were initiated to comply with 
the order. Eventually the state supreme 
court ruled in favor of the commission, 
recognizing the practicality of the com- 
mission’s order in cases where a benefi- 
cial use of the gas existed, because of 
local conditions. It did not expect this 
precedent to be insisted upon by the com- 
mission in localities where a specific bene- 
ficial use did not exist. 

3y the time the order was affirmed by 
the Texas Supreme Court, the provisions 
of the commission’s order were being 
complied with in the field. Although the 
court specifically stated that this was not 
to be a precedent for all oil and gas fields, 
the industry has generally been following 


this practice of late. There is, however, 
at the present time a similar case pend- 
ing, involving 16 such fields where gas 
flaring had continued. It is generally be- 
lieved that as a result of this casinghead 
gas conservation, approximately 70 per 
cent of the total gas is now being pro- 
duced and marketed by the Texas pro- 
ducers as of the end of 1948. Mr. Culber- 
son has this to say of this practical con- 
servation measure : 


When consideration is given to the 
savings in hydrocarbon material re- 
sulting from converting to a liquid 
form a part of this casinghead gas, 
and when further consideration is 
given to the fact that practically all of 
the dry gas left after the processing 
operation is now utilized after extrac- 
tion of the liquefiable components of 
the gas, then we see, in its proper per- 
spective, the relative magnitude of the 
waste that was taking place when prac- 
tically all of the casinghead gas pro- 
duced in the state was flared immedi- 
ately after separation from the oil. 


Pp niny, Culberson in sum- 
ming up the Texas conservation ac- 
complishments—(1) applied by regulat- 
ing underground reservoirs and pres- 
sures; and (2) by eliminating wasteful 
flaring operations—takes the view that, 
in doing so, the state is in a sense foster- 
ing the discovery of new sources of oil 
and gas. He further states that these con- 
servation measures encourage an incen- 
tive in further oil prospecting since any 
producer undertaking any new oil ven- 
tures may rest easily in the knowledge 
that oil discoveries will be protected 
through the medium of a sound conserva- 


tion program. 
—D. T. B. 





Unsolved Problems 


gr this year, Hines H. Baker, 
president of the Humble Oil & Re- 
fining Company, delivered an address 
before the southwestern district of the 
American Petroleum Institute, division 
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in Gas Conservation 


of production, at Galveston, Texas. This 
address has become the substance of a 
booklet published by the Humble Oil & 
Refining Company, entitled ‘“Achieve- 
ments and Unsolved Problems in Oil and 
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Courtesy, The Atlanta (Georgia) Constitution 


“I COULD HAVE SWORN THAT PIPE WAS OURS!” 


Gas Conservation.” Mr. Baker recites 
the achievements in gas conservation and, 
in addition, discusses what he believes to 
be the unsolved problems of the gas in- 
dustry. In stressing that a consideration 
of them is essential to the continued 
progress of the industry, the oil man 
says: 
If the oil industry is to continue the 
outstanding technical achievement and 
enlightened progress which has char- 
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acterized its past, it cannot be content 
merely to look with pride at the record. 
It is essential from time to time to take 
stock; to appraise; to determine the 
basic factors which have led to ad- 
vances, with the object of their im- 
provement ; to determine the obstacles 
in order that they might be removed ; 
to ferret out the unknowns that they 
might become known; to analyze and 
face the unsolved problems that they 
may be met. 
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M* BAKER considers the following 
problems paramount among those 


satisfactorily solved: 


Well Spacing 


Technical understanding of oil reser- 
voirs has now advanced to the point 
where the function of wells is properly 
understood, and it has been demon- 
strated that proper completion and lo- 
cation of wells are far more important 
to efficient oil recovery than the num- 
ber of wells. Nevertheless, imperfect 
allocation formulas giving too much 
weight to wells still continue. The re- 
sult is that progress in proper well 
spacing has not advanced as rapidly as 
progress in other aspects of conserva- 
tion. 

Further progress can be made in 
the matter of wider and more uniform 
spacing of wells. 


{llocation between Fields and 


Proper y, 
within a Field 


Between Properties 

This problem is primarily one of 
regulation and administration. At a 
time when the market demand for oil 
is such that each field is restricted only 
by its own maximum efficient rate, al- 
location between fields is not in itself 
a problem. In times when or areas 
where capacity to produce efficiently is 
in excess of market demand, means 
must be found for dividing the total 
allowable production among all pools 
in a manner which is fair and equitable 
to all. 

Allocation between properties 
within a pool should be such as to pre- 
vent waste and promote recovery while 
at the same time protecting the cor- 
relative rights of all parties. There is 
room for substantial improvement in 
this direction. Such improvement must 
come through enlightened administra- 
tion supported by sound principles of 
law but can be facilitated through co 
Operation between industry and state 
regulatory agencies, The Interstate Oil 
Compact Commission can give effec- 
tive assistance to the states in this direc- 
tion. 
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Exact Determination of the 
Efficient Rate of Produc- 
tion of Each Pool 


More 
Maximum 


This problem is clearly a technical 
one and industry’s direct responsibil- 
ity. Progress must come through in- 
creased research and more detailed 
geologic and engineering study of each 
reservoir. Although it is relatively easy 
to determine in a pool producing pri- 
marily by w = drive the rate of pro- 
duction which will permit proper pres- 
sure maintenance, quantitative deter- 
minations of the MER for fields pro- 
ducing under gas-cap drive are much 
more difficult. In fields producing by 
solution gas drive, there is as yet no 
unanimity. This type of drive is in- 
herently inefficient and requires sub- 
stantial modification to yield an appre- 
ciable increase in oil recovery. Fur- 
thermore, in some fields with very low 
permeability the maximum efficient 
rate may be so low as to be uneconomic. 
Public interest cannot be served by op- 
erating an oil field at a loss and it be- 
comes necessary in instances to 
give substantial weight to economic 
considerations. 


some 


Control of Gas-cap Reservoirs 


pe exercise of the police power 
normally permits a conservation 
agency to carry out oil conservation. 
However, because of the inability to 
compensate for gas not produced, there 
is no practical way in a gas-cap field to 
bring about conservation and at the 
same time protect the correlative rights 
of the owners through the application 
of the police power alone. A difficult 
technical and administrative problem 
thus arises; it can be solved only 
through the codperation of the legisla- 
ture, the conservation administrator, 
and the operators. Specifically, the 
solution can be realized only by the en- 
actment of laws (in states not having 
them) permitting the coOperative or 
unit operation of oil reservoirs, fol- 
lowed by cooperative agreements be- 
tween the several owners. The opera- 
tion of such agreements must, of 
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course, be administered under and pur- 
suant to the conservation laws. 


Lack of Adequate Gas Markets 


se lack of adequate markets for 
gas-well gas forces operators to 
shut in gas wells and prevents its pro- 
duction. The lack of markets for cas- 
inghead gas is one of the more serious 
obstacles to its conservation, This ob- 
stacle may be classed as one of the un- 
solved problems. 

The low field prices for gas previ- 
ously mentioned have not been suffi- 
cient to induce operators to make the 
large investments required to market 
or utilize casinghead gas. Although the 
industry is proceeding rapidly with the 
accomplishment of the casinghead gas 
conservation program, progress along 
these lines has been hampered for 
many years by the relatively low field 
price for gas, which, even with the 
construction of transcontinental pipe- 
lines from the southwestern area to the 
northern and eastern areas, remains a 
major obstacle. 


The oil executive sees as still another 
major deterent to the greater conserva- 
tion of casinghead gas the interpretation 
given the Natural Gas Act where the 
Federal] Power Commission is allowed to 
fix the price at which gas in the field is 
sold to a purchaser who delivered it to an 
interstate line. He considers this regula- 
tion where companies brought under the 
act are limited to a 6 or 6$ per cent rate 
on property, a factor materially reducing 


the incentive of producers to sell gas to 
interstate purchasers. In explaining this 
he states: 

The reason for this is obvious. If 
by virtue of oil production the pro- 
ducer had already recovered his invest- 
ment in the particular properties in- 
volved, he might well be forced by the 
commission to give away his gas on 
the theory that he had already received 
his maximum return. This, of course, 
would not compensate him for invest- 
ments made in other properties which 
turned out to be nonproductive. It is 
clear that, under these circumstances, 
producers are not encouraged to find 
markets for their casinghead gas. This 
obstacle could be removed by the en- 
actment by the Congress of a law 
amending the Natural Gas Act so as 
to exempt field sales from Federal 
regulation. In taking such a step, Con- 
gress would only be confirming the 
meaning given to the original bill by 
the industry, the commission, and those 
sponsoring it before Congress. 


Mr. Baker concludes his remarks by 
paying tribute to the excellent results ob- 
tained through the close codperation of 
the petroleum industry and the state 
regulatory commissions. He sees that the 
effective combination has imbued the in- 
dustry with confidence for the future and 
considers this confidence dependent upon 
the retention, improvement, and strength- 
ening of the system of state regulation 
upon which, and under which, these 
achievements have been attained. 





Natural Gas 


, I \HE strange phenomenon of gas is- 
suing from fissures in the earth 


projected feeling of awe and reverence 
in the breast of the aborigine, and he 
sometimes worshipped the resulting 
flares. On the other hand, the wisdom of 
the early Chinese embraced a knowledge 
of the usefulness of gas issuing from the 
ground, and, perhaps as long as 2,000 
years ago, they employed it to evaporate 
brine in the production of salt. 
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Landmarks 


These, and many other events in the 
history of natural gas, comprise an in- 
teresting article on this subject which 
can be found in the June issue of The 
Lamp, a publication of the Standard Oil 
Company of New Jersey. The early 
1800's mark the beginnings of the gas 
industry in this country. Early use of 
manufactured gas for lighting is found 
in the fact that, as early as 1825, manu- 
factured gas was marketed in such thriv- 
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ing cities as Baltimore, New York, and 
Bristol, Rhode Island, while for the most 
part natural gas remained a curiosity. 
Residents of Fredonia, New York, start- 
ed out in 1824 by constructing the first 
natural gas pipeline consisting of bored- 
out logs connected to gas reservoirs. 

The first major advancement toward a 
natural gas industry occurred in the 
1870’s when wrought-iron pipe was sub- 
stituted for log pipes and a line was run 
from West Bloomfield, New York, to 
Rochester, 25 miles away. Up until 1920 
any activity in natural gas was centered 
in the midcontinent states, but in this 
memorable year gas in unheard of quan- 
tities poured out of the oil fields of 
Oklahoma, California, and the Gulf 
coast of Texas and Louisiana. With tech- 
nological improvements which soon fol- 
lowed in the form of welded steel and 
seamless pipes, the gas industry began 
edging in all directions. By leaps and 
bounds the consumption figures jumped 
from 1.9 trillion cubic feet in 1930 to 4.4 
trillion cubic feet in 1947. 


OME idea of the magnitude of the in- 
S stallations netessary in processing 
the gas coming from both the oil and 
gas fields is noted in a description of the 
collecting system operations in the in- 
dustry. These collecting systems gather 
the gas from various fields and oil 
operations to process and distribute them. 
One such local system, serving 4 small 
Texas fields, covers an area of 4 miles 
across and 27 miles long, handles 26.5 
million cubic feet a day—and its cost, in- 
cluding 3,900 tons of pipe, came to more 
than a million dollars. The high cost of 
constructing collecting systems is an im- 
portant factor in the consideration of any 
company which might anticipate entering 
the natural gas delivery business, The 
existence of these plants is necessary in 
the conservation programs since gas by 
its very nature must be handled, routed, 
used, or stored when it appears out of the 
ground. Years of wasteful flaring have 
thus been eliminated by this ready han- 
dling of the gas. 

With the advent of seamless pipe, the 
long-distance natural gas companies di- 


rected their lines to all parts of the coun- 
try with amazing rapidity. In 1947, 243,- 
000 miles of pipeline webbed the country 
and by 1952 these lines will be extended 
to 261,330 miles. Changes have taken 
place involving the storage problem—a 
recent innovation being the use of under- 
ground reservoirs in spent fields. Such 
underground storage is now used in a 
number of states, including West Vir- 
ginia, Ohio, New York, Kentucky, 
Texas, California, Kansas, Oklahoma, 
New Mexico, and Michigan. Other types 
of storage now being used involve (1) 
forcing gas into a series of buried coils 
of heavy pipe, (2) liquefying the gas in 
a kind of deep freeze unit at a tempera- 
ture of more than 250 degrees below zero 
Fahrenheit. In the latter process storage 
advantages are greater—600 cubic feet 
of gas become one cubic foot of liquid. 


oO new slants on the important role 
that gas plays in the day-to-day do- 
mestic existence of the consumer are also 
pointed out. The bricks of a building are 
baked with gas heat, steel is processed 
by gas, glass windows are a product of 
gas heat, gas bakes the enamel on the 
body of your car, it moulds your tires, 
and it helps to process buttons. 

The article deals with the big question 
asked by most potential users: “How 
long will the supply last?” Natural re- 
serves have risen from 15 trillion cubic 
feet in 1919 to almost 166 trillion in 1947. 
With the new deep drilling oil opera- 
tions Opening up vast new reservoirs, 
economists estimate that, by the end of 
1955, 200 trillion cubic feet of reserve 
should be in known existence. Trans- 
portation of the gas still remains the 
largest item in its cost where pipe-line 
operation is involved—in some cases this 
cost represents five times the original cost 
of the gas. Restrictions and severe con- 
servation measures have been recom- 
mended in some quarters for natura] gas, 
but it is thought by some petroleum 
economists that the country, in view of 
past technological achievements, may well 
use all the sources of energy on hand. 
The eventual use of atomic and solar en- 
ergy seems to prompt such thinkings. 
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The March of 
Events 
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In General 


ATA Convention 

Ss a solution for the poor financial 
position of the local transit indus- 
try, the retiring president of the Ameri- 
can Transit Association, Warren R. Pol- 
lard, suggested higher fares where pos- 
sible, combined with a general retrench- 

ment through slashed costs. 

Welcoming more than 1,500 attending 
the opening session of the transit indus- 
try’s annua] convention, held in Atlantic 
City, New Jersey, early this month, Mr. 
Pollard declared that when the need for 
fare increases becomes apparent prompt 
action should be taken to obtain neces- 
sary relief, with “interim fare adjust- 
ments until final conclusions have been 
reached.” 

“We must stand up and fight aggres- 
sively for proper consideration of our 
needs and must not be satisfied with half 
a loaf based upon misinformation or mis- 
judgment of the facts,” he declared, 

In noting that transit is no longer a 
monopoly due to widespread use of the 
automobile and taxicab service, Mr. Pol- 
lard also called for greater latitude for 
the company in fixing transit rates. 

Colonel Sidney H. Bingham, commis- 
sioner of the New York City Board of 
Transportation, speaking before a meet- 
ing of the ATA’s sixty-eighth annual 


convention, said the gas turbine, because 
of its lower initial cost, weight, fuel con- 
sumption, and maintenance requirements, 
is “the engine of tomorrow for road and 
rail and for stationary power genera- 
tion.”” He cautioned that there are still 
problems to be solved, but noted that the 
British have made great progress and 
are far ahead of the Americans in this 
field. 

Bingham climaxed his talk with a plea 
for better public relations. “We must 
address ourselves to cultivating the pas- 
senger and giving him a better under- 
standing of our business,” he asserted. 

A. B. Haneke, president, Baltimore 
Transit Company, in his address ex- 
pressed optimism for the reémergence of 
transit as a strong, healthy, profitable 
industry. 

Morris Edwards, president, Cincin- 
nati Street Railway Company, was 
elected for a one-year term as president 
of ATA, succeeding Mr. Pollard, presi- 
dent, Virginia Transit Company. H. L. 
Bollum, president, Springfield (Massa- 
chusetts) Street Railway Company, was 
elected vice president, succeeding Mr. 
Edwards. J. E. Heberle, vice president 
and comptroller of Capital Transit Com- 
pany, Washington, D. C., was reélected 
treasurer, 


Florida 


Utility Services Exempted 


From Tax 
Bp eepeee services and elec- 
tric power and energy are specifical- 
ly exempted from a 3 per cent limited 
state sales tax given final approval last 
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month by a special session of the state 
legislature and sent for signature to Gov- 
ernor Fuller Warren. 

Other exemptions from the act, which 
is expected to produce some $42,000,000 
a year, include all groceries, clothing 
items, costing $10 or less, and medicines. 
OCT. 27, 1949 
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‘use tax’ 


The sales tax act, 
forced by the state comptroller, contains 


which will be en- a‘ 


’ provision to prevent evasion 
through out-of-state purchases. 


Idaho 


Decision May Alter Policy 


PRECEDENT-SETTING Federal] court 
A decision at Boise may alter the en- 
tire power policy of the government in 
an 11-state area of the West. 

Ihe United States District Court on 
September 30th ruled that the Interior 
Department could not stop the $80,000,- 
000 Idaho Power Company from building 
a $3,000,000 power transmission line over 
government-owned land in the state. 


The ruling takes on added significance 
in view of the fact that there are about 
30 major private power companies in the 
11 western states. Some of them have 
delayed similar construction because of 
the controversy. 

Also, about 50 per cent of the land 
area in the vast territory embraced by 
the states is public domain, In Idaho, 
70 per cent of the land is federally owned. 

The government has appealed the de- 
cision to the Tenth U. S. Circuit Court. 


Kentucky 


Seeks Lower Rates for Co-ops 
of 20 rural electric 


FFICIALS 
Operatives that buy power from 


private companies were told recently the 
state public service commission is study- 
ing the possibility of getting them rate 
reductions 

Robert M. Coleman, commission chair- 
man, asked the co-ops to send him their 
power bills for the year ending Septem- 
ber 30th. By analyzing these bills, 
man said, the commission perhaps could 
get into a position to recommend that 
the private utilities reduce their whole- 
sale rates to the REA units. 

There no representatives 
private firms selling power to the co-ops 
at the meeting in Frankfort. The four 
REA co-ops in Kentucky getting their 
power from the Tennessee Valley Au- 
thority were not invited to the meeting. 

Coleman said the plan was initiated by 
the commission. The plan is part of the 
commission’s campaign to bring cheaper 
said. 


co- 


( ( yle- 
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power to more people, he 


Utility Vote Slated in 1950 
HE board of city commissioners of 
Paducah last month gave final ap- 

proval to an ordinance calling for a 
referendum in November, 1950, on the 


OCT. 27, 1949 


city acquiring properties 
Utilities Company in 


question of the 
of the Kentucky 
that city. 

The ordinance provides for issuance of 
$2,500,000 in revenue bonds to pay for 
the properties and to make alterations 
necessary for distribution of TVA power 
from Kentucky dam. It also provides for 
creation of a $75,000 cash working fund 
to begin proposed operation of the sys- 
tem under municipal ownership. 

The question of buying the system has 
been in the courts for several years and 
has not yet been decided. 


City Officials Rap Commission 


i state public service commission 
came under fire last month as city 
officials met at Mammoth Cave during 
the Kentucky Municipal League’s annual 
convention, 

The group went on record favoring 
legislation that would prohibit utilities 
from raising their rates prior toa hearing 
before the commission. Under present 
laws, such companies can boost their 
rates before a hearing by posting bond 
with the commission to guarantee sub- 
scribers a refund should the increase be 
denied. 

Morris Weintraub, Newport city man- 
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ager, asserted: “It is wrong to place the 
burden of proof in these matters on the 
city.” He explained that a utility’s oper- 
ating records are not available to cities, 
making it hard for them to beat the in- 
crease. 

“The public service commission is the 
biggest joke in the country,” asserted 
Weintraub. He charged that its rate ex- 


perts could make many times over the 
amount of their official salaries by going 
along with the utilities. 

Weintraub also proposed that legisla- 
tion be sought to permit cities to tax bus 
lines. The Newport official said that the 
Cincinnati, Newport & Covington Street 
Railway Company has been operating in 
his city four years without a franchise. 


e 
Michigan 


Adds Space-heating Customers 


—. CONSOLIDATED GAs Com- 
PANY has added 76,517 space-heat- 
ing customers in the two months since 
restrictions on the addition of new cus- 
tomers were lifted last August Ist. The 
company’s space-heating customers as of 
September 24th totaled 186,039, com- 


pared with 109,522 at the end of 1948. 
Applications from new customers cur- 
rently are being received at the rate of 
800 a day, the company disclosed. 

The company’s new natural gas line 
from the Hugoton field in Kansas to De- 
troit and to other Michigan and Wis- 
consin communities is expected to be 
ready by December Ist. 


Missouri 


Space-heating Applications 


Halted 
eo W. Orro, president of Laclede 


Gas Light Company, has announced 
that no new applications for space-heat- 
ing installations will be accepted until 
next spring. 

The deferment order, made necessary 
by the approach of cold weather, includes 
those applications on which the applicant 
has not yet installed equipment, he said. 

Otto pointed out that all approvals of 


New 


Loses Wage Appeal 

HE appellate division of the New 
Jersey Superior Court recently dis- 
missed an appeal by Public Service [lec- 
tric & Gas Company from an arbitration 
award to Camden Coke & Gas Works 
Independent Federation by a panel ap- 
pointed by Governor Driscoll under the 

state’s utility antistrike law. 
Public Service contended the wage 
rates fixed for the jobs of laborer helper, 
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the gas company granted since restric- 
tions on space heating were lifted May 
Ist have been on condition that equip- 
ment be installed within thirty days. All 
applications on which the time limit has 
expired without installation of equip- 
ment must be deferred until warmer 
weather returns, he pointed out. 

Otto said more than 18,000 heating 
installations already have been connected 
and an additional 3,000 are in the final 
stages and will be connected soon to the 
distribution system. 


Jersey 


laboratory assistant, and delivery helper 
were in excess of the amount justified 
by evidence in the arbitration proceed- 
ings. It also contended that the award 
under attack, covering the year begin- 
ning July 1, 1948, eliminated progres- 
sion embodied in an evaluation 
wage scale plan adopted by the company 
during an earlier labor dispute that was 
the subject of state arbitration. The state 
seized and operated the Camden Coke & 
OCT. 27, 1949 
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Gas Works during the labor dispute. 

Judge Jacobs, in an opinion for the 
appellate division, noted that the supreme 
court had set aside the utility antistrike 
law last spring on the appeal of the Bell 
Telephone Company of New Jersey be- 
cause of its failure to establish standards 
for the guidance of arbitration panels. 
He also took judicial notice of the fact 
that the legislature hurriedly undertook 
to remedy the defects of the law, but said 
“that can be of no concern in this pro- 
ceeding.” 

Declaring the award on its face was 
free from any infirmities and within the 
issues submitted, Jacobs said contentions 
that it was not supported by sufficient 
evidence in the record would be unavail- 
able under principles generally applicable 
to judicial review of voluntary arbitra- 
tion proceedings. 


Rise in Gas Rates Refused 


2 state public utilities commission 
recently denied the application of the 
Jersey Central Power & Light Company 
for an increase in gas rates. 

The main request in the company’s 
application was for an increase from 
$1.05 to $1.50 in the minimum monthly 
charge and a reduction in the quantity 
of gas allowed for the minimum charge 
from 300 to 200 cubic feet. 

Only other change proposed involved 
an increase in the charge for seasonal 
customers from $1 to $1.50. For most 


of the regular consumers, those using at 
least 300 cubic feet, the company’s pro- 
posal would have meant an increase of 
61 cents a month. 

Effect on the company would have been 
to increase its revenue by $526,978 a year 
on the basis of 1948 business. Increases 
were allowed in 1947 and last year. 

The decision said that the company 
had applied for the new increase with- 
out waiting a reasonable time to see how 
current revenues would affect it and that 
the financial condition of the company 
will be improved next year when it ts 
able to make a connection with a pipeline 
from the western natural gas fields. 


Co-op Seeks Rate Boost 


2 RurAuL Evectric Com- 
PANY, INC., a member of the Fed- 
eral Rural Electrification Administration 
serving 1,307 customers in parts of Mon- 
mouth, Middlesex, Mercer, and Ocean 
counties, last month asked the state pub- 
lic utilities commission for authority t 

increase its electric rates about 174 per 
cent. The proposed hike is expected to 
produce a gross increase of about $15,- 
000 a year. 

Company officials testified that the con- 
cern has a deficit of $19,000 and that it 
owes the government about $36,000. The 
company buys its power from the Jersey 
Central Power & Light Company. It has 
303 miles of line. 

This is the first time the company has 
asked for an increase, it was said. 


New Mexico 


Sale of Gas Facilities Approved 
HE state public service commission 
has approved the purchase by South- 

ern Union Gas Company of the natural 

gas distribution facilities of Public 

Service Company of New Mexico in 

Albuquerque, C. H. Zachry, Southern 

Union president, announced recently. 

Southern Union, which bought the fa- 
cilities for approximately $4,000,000, 
commenced service to Albuquerque at the 
close of business on September 30th. 


There are about 24,000 customers in the 
New Mexico city. 

Southern Union has owned the gas 
distribution franchise in Albuquerque 
since 1930 but had assigned the fran- 
chise to Public Service and delivered gas 
to the latter company there for distribu- 
tion. With the addition of Albuquerque 
to its system, Southern Union will be 
serving approximately 160,000 natural 
gas customers in 42 towns and cities in 
Texas, New Mexico, and Colorado. 
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Ohio 


Hope Gas Requests Rate Boost 


N increase in the wholesale rate for 
A natural gas delivered at the Ohio 
river to the East Ohio Gas Company 
by its affiliate, the Hope Natural Gas 
Company of West Virginia, was sched- 
uled to be sought, East Ohio officials 
at Cleveland said they had been notified 
recently. 

Hope, in its application to the Federal 
Power Commission in Washington, will 
ask a boost from the present 29} cents 
to 32 cents per thousand cubic feet of 
gas. Any increase must be approved by 


the FPC. 


Whether an increase in East Ohio 
rates to its domestic, commercial, or in- 
dustrial customers would be required in 
the future depends entirely upon the 
situation in 1950, the utility in Cleveland 
said. 

“It is impossible, at this time, to pre- 
dict what 1950 will produce in the way 
of general business conditions, company 
costs, or any of many other factors,” 
a company statement said. 

East Ohio contract ordinances 
covering gas rates in more than 70 com- 
munities in Ohio, including the munici- 
palities in the greater Cleveland area. 


has 


Pennsylvania 


Commission Splits in Approval 
HE state public utility commission 
last month split 3 to 2 in authorizing 

the Allegheny County Steam Heating 

Company to increase the rates of 441 

customers in Pittsburgh $238,000 a year. 

Commissioners John B. Conly and 


Harold A. Scragg voted against the boost, 
effective October 1st. 

Base rates are increased 20 to 25 per 
cent for service in Pittsburgh between 
the Allegheny and Monongahela rivers 
and west of Hooper street, Washington 
place, and Sixteenth street. 


Wisconsin 


Co-ops Sound, Wickard Says 


EARLY all rural electric codperatives 
N are in “remarkably good” financial 
shape, Claude Wickard, head of the Ru- 
ral Electrification Administration, said 
recently, But, he said, the record would 
be “even better if it were not for the 
cream skimming, obstructionist tactics of 
the private power companies.” 

The REA chief, in a speech to some 
300 rural electric codperative members 
from Iowa, Minnesota, and Wisconsin 
at Madison, Wisconsin, urged the co-ops 
to step up their “educational” programs 
to protect their members from being 
influenced by anticodperative “propa- 
ganda.” 

Wickard said the REA set a new rec- 
ord for loans to rural electric lines and 
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for communications to new farm cus- 
tomers in the last year. Nearly $1 billion 
worth of construction is still incomplete 
because the cooperatives in the last few 
years have started projects faster than 
they can finish them, he said. 

Clyde T. Ellis, Washington, manager 
of the National Rural Electric Codpera- 
tive Association, charged that Congress’ 
refusal to give the REA enough money 
for administration has held up the con- 
struction program. He urged coopera- 
tives to get together and demand more 
administrative funds. 

Ellis also said farmers will have to 
show more “push” to get action on the 
St. Lawrence seaway bill. 

W. V. Thomas, general manager of the 
Wisconsin Electric Co6perative, wel- 
comed the delegates to Madison. 
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Postponement of Savings from Change to Natural Gas 
Considered in Rate Case 


‘To New Jersey board denied an ap- 
plication for authority to increase 
gas rates where the company, according 
to the board, was taking the position that 
it should be given what would be tanta- 
mount to an interim increase in rates to 
permit some improvement of earnings 
pending the advent of natural gas next 
year. An allocation of natural gas from 
a pipe-line company had been approved 
by the Federal Power Commission, with 
the statement that this would stabilize the 
local company’s finances, make further 
rate increases unnecessary, and provide 
reasonable and essential gas service. 

The company had originally expected 
to use natural gas in connection with its 
manufacturing process in a manner cal- 
culated to produce substantial operating 
economies. The state commission said 
that as to the company’s desire to improve 
its return, it had excellent prospects of 
doing so in the near future without an 
increase in consumer rates, provided it 
did not “price itself out of the market in 
the meantime.” 

The company had not followed through 
with plans for utilization of the natural 
gas allocation, said the board. The com- 
pany apparently changed its plans on the 
basis of indications that it would be able 
to obtain substantially more gas from a 
pipeline under construction than if it was 
allocated from the other pipe-line facil- 
ities, and that this situation would permit 
it to deliver straight natural gas directly 
to customers instead of merely utilizing 
such gas in connection with its manu fac- 


turing process. The commission com- 
mented : 

The applicant’s present plans un- 
doubtedly carry with them greater ex- 
pectations of savings in expenses and 
concurrent increases in earnings than 
its original proposal envisioned. On 
the other hand, such savings as could 
have been made available by follow- 
ing through with arrangements for 
promptly utilizing its present allocation 
from the Texas Eastern’s lines are 
postponed. Applicant’s management 
was undoubtedly faced with the re- 
sponsibility of making important deci- 
sions in connection with the utilization 
of natural gas. No criticism of man- 
agement’s apparent change in plans for 
utilization of natural gas is to be in- 
ferred from anything that has been 
stated here. However, when decisions 
by management, with respect to avail- 
able alternatives, involve some post- 
ponement of realization of savings in 
expenses and thus an improvement in 
earnings albeit in the hope of greater 
savings to be realized later, the respon- 
sibility for such decision lies squarely 
on the applicant and not on the con- 
suming public or this board. In the 
opinion of the board such postpone- 
ment of savings in expenses and delay 
in improvement in earnings should not 
result in imposing, in the intervening 
relatively short period pending advent 
of natural gas, of increased rates on 
the consuming public under the cir- 
cumstances here present. In reaching 
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this conclusion the board has consid- 
ered not only the foregoing, but has, 
among other relative matters, given 
particular consideration to the fact that 
production expenses, by far the most 
significant category of total expenses, 
are currently at lower levels than when 
present rates became effective, and, 


further, that the applicant frankly ad- 
mitted that it is engaged in studying 
its methods and procedures and be- 
lieves that such studies “will result in 
further increases in the over-all effi- 
ciency of our operations.” 

Re South Jersey Gas Co, (Docket No. 

4350). 


Load Factor of Commercial Gas Customers Recognized 
In Rate Making 


R” E increases were authorized for a 
gas utility because of increased ex- 
penses so as to yield a return of approx- 
imately 6.3 per cent on the rate base in 
a pre ceeding before the Wisconsin com- 
mission. 

A study of returns which would be 
earned by various classes of customers 
showed that the commercial class would 


earn a high return and that the residential 
class would also earn a higher than nor- 
mal return under rates proposed by the 
company. The commission expressed its 
belief that the commercial customers 
probably had better load factors than 
heating customers and, therefore, should 
have lower end-steps in the rate. Re Wis- 
consin Southern Gas Co. (2-U-3056) 


Natural Gas Service Restrictions upon Domestic Use Lifted 


by Missouri commission authorized 
a natural gas company to cancel its 
rule relating to the restricted sale of gas 
service to the public. It removed restric- 
tions upon the furnishing of gas for do- 
mestic purposes to present customers or 
any prospective customers desiring serv- 
ice for any use in homes, including space 
heating. 

The commission found that the nat- 
ural gas supply was adequate for at 
least the 1949-1950 peak season. 

The commission pointed out that it 
was dealing only with the subject of firm 
gas for additional] load requirements and 
not interruptible gas or present load re- 
quirements of firm gas. It said that when 
the supply of natural gas to any given 
area is insufficient to meet all demands, 
and curtailment becomes necessary, the 
first customers to be taken off the line 
should be the industrial users because 
they are on an interruptible basis. The 
next customers to be curtailed should be 
the commercial space-heating customers, 
and the last to be disturbed should be 
the domestic users. The company’s exist- 
ing curtailment rules placed restrictions 


605 


upon domestic space heating. The com- 
mission believed that these restrictions 
should be lifted in view of the available 
supply of natural gas. 

This ruling was not intended to en- 
courage customers whose homes were 
adequately heated by other fuels to con- 
vert to natural gas until such time as 
there might be better assurance of an 
adequate future supply. 

The commission was of the opinion 
that the distribution companies should 
be permitted to exercise their managerial 
judgment on whether or not they should 
take on new additional commercial space- 
heating loads and the conditions under 
which such loads might be taken. It 
pointed out that natural gas is the cheap- 
est of the three major fuels and, there- 
fore, very desirable for commercial space 
heating. 

It did not believe, however, that this 
low cost should be permitted to increase 
the demand so as to impair an adequate 
firm supply to all domestic users. It felt 
that if the distribution companies thought 
that there was a sufficient supply to take 
on commercial space heating, on a firm 
OCT. 27, 1949 
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basis, they should be permitted to do so. 
For the time being, however, it did not 
believe that the additional commercial 


space-heating load should be forced upon 
the companies. Re Gas Service Co. (Case 


No. 11,060). 


e 


Additional Telephone Rate Increase Granted Where Interim 


Increase 


ye E California commission held that 
not only was a previous interim tele- 
phone rate increase justified but also that 
a further increase should be approved. In 
its earlier decision the commission fixed 
a return of 5.6 per cent. The telephone 
company had not earned such a return 
since the date of that decision. Its large 
construction expenditures and the in- 
crease in average unit investment result- 
ing from the substantial additions of 
high cost plant had the effect of gradually 
reducing the return realized. The com- 
mission reiterated that this return was 
fair. 

The company attempted to justify the 
prices paid to its affiliated manufacturing 
company for apparatus and equipment by 
submitting comparisons of those charges 
with prices of independent manufactur- 

They were given little weight by the 
commission, It pointed out that the inde- 
pendent manufacturers acted as_ sole 
purchasing agents for the companies to 
whom they supplied equipment, whereas 
the telephone company did not have a 
purchasing agent except in so far as the 
affiliate so acted. 

Only certain successful manufacturing 
companies were selected for comparison 
of prices. The commission held that this 
was improper. It pointed out that the 
affiliated manufacturing company makes 
over 90 per cent of all telephone appa- 
ratus and equipment, while the independ- 
ent manufacturers compete for the re- 


Was Insufficient 


maining business. It did not believe that 
there was any rational basis for com- 
parison because of this monopolistic 
position occupied by the affiliate. 

The commission considered the proper 
treatment for rate-fixing purposes of 
unounts accrued to freeze the unfunded 
actuarial reserve requirement at the level 
it reached on January 1, 1937. These ac- 
cruals had been charged to miscellaneous 
income. The commission, in disallowing 
these accruals as an operating charge, 
held that costs applicable to past periods 
are not properly includible in current op- 
erating expenses for rate fixing. 

The commission stated that it wanted 
it clearly understood that it did not dis- 
allow current pension accruals as an 
operating charge, but was merely disal- 
lowing retroactive accruals. In so ruling 
it stated that it was well aware of the 
social desirability of establishing pension 
systems. But this fact, it said, should not 
carry with it an approval of provisions 
of a pension system that place an unlaw- 
ful burden on public utility ratepayers. 

The commission stated that there is no 
better established rule with regard to the 
fixing of rates than the one that holds that 
rate fixing may not be accomplished 
retroactively. It believed that to allow 
these past accruals to be charged against 
a ratepayer into operating expense would 
amount to retroactive rate fixing. Re Pa- 
cific Teleph. Co. (Decision No. 43145, 
A pplication No, 29854). 


e 


Enforcement of Dissolution Plan Upheld 


, | ‘ne United States Court of Appeals 
affirmed an order of the district 


court granting an application by the Se- 
curities and [xchange Commission for 
the enforcement of a holding company 
dissolution plan. Contentions that the 


OUT. 


court erred in approving the plan without 
giving it the independent consideration 
which the Holding Company Act pre- 
scribes and that the commission erred in 
other respects were rejected. 

The appeal of one preferred stockhold- 
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er was dismissed. It was found that after 
entry of the enforcement order the stock- 
holder surrendered her stock in the hold- 
ing company for exchange under the 
dissolution plan and received securities 
to which the plan entitled her. This stock- 
holder attacked only that part of the plan 
providing for the settlement of all dis- 
puted intercompany claims. 

The court found that the settlement of 
claims was an integral and nonseparable 
part of the single holding company dis- 
solution plan under which she had volun- 
tarily accepted benefits. It held that by 
accepting these benefits the stockholder 
estopped herself from urging that the 
court’s enforcement order should be re- 
versed. The rule is well settled, it said, 
that a litigant who accepts the benefits 
of a judgment cannot attack it on appeal, 
unless that part of the judgment attacked 
is separable from the portion under which 
benefits were accepted. 

Other objections to the settlement of 
the intercompany claims were based upon 
the fact that the settlement was not an 
arm’s-length bargain, The court, conced- 
ing this, said that the fact that it was not 
an arm’s-length bargain was not a deci- 
sive factor because arm’s-length bargain- 
ing was not an ingredient of the plan. 

The contention that the commission 
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should have assigned a value or a range 
of values in dollars to each separate claim 
was rejected by the court. It said that 
what fairness and equity demand in giv- 
ing recognition to claims of the character 
involved in this case and what amount 
of cash is a fair settlement are in the first 
instance for the commission to decide. 
It was not convinced that the commis- 
sion erred in approving the settlement 
as an integral part of the plan for sim- 
plification, 

It was also urged on appeal that the 
district court misconceived its duty and 
failed to appraise the plan and the com- 
mission’s findings with the care and in- 
dependence which Congress prescribed 
and thereby erroneously approved the 
plan and the findings. This contention 
was based upon the statement in the 
judge’s opinion that he had not examined 
the records but relied upon the summary 
of the testimony contained in the com- 
mission’s opinion. There was no dispute 
as to the basic facts summarized in the 
commission’s opinion. The court held 
that in these circumstances there was no 
reason for the judge to examine the rec- 
ords to determine the evidential facts. 
The district court did not fail to fulfill 
its statutory duty. Re Electric Power & 


Light Corp. et al. 


e 


City Required to Furnish Water Service to Nonresident 


. Colorado commission required a 
city to furnish water service to a 
nonresident despite the city’s contention 
that the user did not qualify for service 
under its ordinance regulating the sale of 
surplus water beyond city limits. The city 
moved to dismiss the action on the ground 
that it was not a public utility and that, 
therefore, the commission had no juris- 
diction. The commission held, however, 
that the city in its water operations was 
a public utility subject to its jurisdiction. 

The commission also decided that the 
ordinance governing extraterritorial 
service was not applicable because it had 
not been filed with or approved by the 
commission. New rules and regulations 
regarding water utilities had been pro- 


607 


mulgated by the commission. The exten- 
sion policy in these rules was held to 
apply to all utilities failing to file other 
and different extension rules. The non- 
resident did qualify for water service 
under the commission’s rules. 

The city filed a schedule of rates, rules, 
and regulations governing its water de- 
partment with the commission many 
years ago and indicated that it did so for 
the purpose of complying with the re- 
quirements of the Public Utilities Law. 
No distinction was made between users 
inside and outside the city except as to 
a differential in rates. The rules con- 
tained the city’s offer to sell water to 
anyone desiring to connect pipes with the 
mains of the waterworks system. 
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that it is not legally possible for a mu- 


The commission believed that no 
broader holding out could be imagined, 
although it did state that the mere filing 
of these rules did not constitute evidence 
that the city was a public utility. The com- 
mission ruled that this holding out by the 
city to serve all residents of the city and 
the suburban area, if they complied with 
the published rules and regulations, was 
sufficient to constitute the city a public 
utility. 

The ordinance relating to extraterrito- 
rial service required a contract, but the 
commission held that this did not remove 
the service given under it from the classi- 
fication of public utility service. It said 
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nicipal plant to of’er water service to the 
public generally, if certain conditions are 
met, and yet maintain the status of an 
independent contractor merely by going 
through the form of making an identical 
contract with each applicant and having 
that contract approved by an employee, 
agent, superintendent, or city council. 
The commission also held that the fact 
that no solicitation was made by the city 
for additional water customers in or out 
of the city did not affect the question. 
The holding out to serve is all that is nec- 
essary. Musick v. Colorado Springs 
(Case No. 4982, Decision No. 33141). 


Carriers Interstate by Choice Bother Commission 


‘oe Colorado commission approved 
a motor carrier’s application for au- 
thority to serve an area in the state al- 
ready being served by a carrier approved 
by order of the Interstate Commerce 
Commission. 

The commission said that it was trou- 
bled by the status of carriers operating 
between two points within Colorado but 
using highways crossing state lines in- 
stead of available direct highways. Hav- 
ing thus qualified as interstate carriers 
and obtained a certificate from the Inter- 


state Commerce Commission, the com- 
mission continued, the carrier was im- 
mune from state regulation in its treat- 
ment of its customers. 

This factor, when added to consider- 
able testimony that a real demand existed 
for additional service and that present 
service was somewhat less than adequate, 
was the principal basis for the commis- 
sion award to a carrier which would be 
subject to its jurisdiction. Re Dodge (Ap- 
plication No, 9182-Amended, Decision 
No. 33094). 


“> 
@ 


Board May Not Award Unasked-for Authority 


N air carrier’s petition to review cer- 
A tain orders of the Civil Aeronautics 
Board so far as they granted a certificate 
to a competitor and denied its certificate 
resulted in the board orders being re- 
versed and remanded for further pro- 
ceedings. The United States Court of 
Appeals pointed out that the effect of the 
Civil Aeronautics Board’s ruling was to 
grant authority for air routes which had 
not actually been applied for. Neither the 


statute creating the board nor the rules 
of the board would permit this type of 
action. 

A contention that the routes had been 
applied for in a proposed modification of 
the original petition was rejected by the 
court with the statement that a “‘modifi- 
cation” of detailed routes cannot cover 
entirely new and different ones. State 
Airlines, Inc. v. Civil Aeronautics Board 
et al. 174 F2d 510. 


e 


Arrest Record of Applicant Considered Important 


HE Pennsylvania Superior Court af- 
firmed a commission order denying 
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an individual’s application for a taxi 
permit where the record indicated that 





- 


j 
dt 
in 

m: 
bu 
su 


of 


the 
M: 
pai 
sul 
val 
col 
ma 
mis 
be ‘ 
fin 

7 
sult 
cus 
The 
its 1 
rate 
pen 
rati 
app 
nue. 
and 
figu 
earn 
of r' 
of $ 


T 


anyo 
throt 
Wise, 





(UM 


PROGRESS OF 


there was ample evidence to support the 
commission order and findings. 
Objection on the part of the applicant 
to the commission’s consideration of his 
having been arrested on numerous occa- 
sions for drunkenness and disorderly 
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conduct was overruled by the court. The 
determination of the merits of a taxicab 
certificate application, the commission 
pointed out, requires that the fitness of 
the applicant be considered. Byham v. 
Public Utility Commission. 


e 


Overbuilt Lines Excluded from Rate Base but 
Depreciation Expense Allowed 


HE Colorado commission authorized 
H an increase in water rates to pro- 


duce a return of 5 per cent. The utility 
involved was owned by a company pri- 
marily engaged in the real estate business 
but operating the water utility at a 
summer tourist resort lying at the foot 
of Pikes Peak. 

A 6-inch pipe, valued at $4,795, served 
the estate and home of the Cusack family. 
Mr. Cusack was president of the com- 
pany. Annual revenue was said to be in- 
sufficient to warrant including the full 
value of this line in the rate base. The 
company proposed to include the esti- 
mated cost of a 3-inch line, but the com- 
mission decided that the approach should 
be on the basis of revenue from the line, 
finding a value by capitalizing earnings. 

The propose d rate schedule would re- 
sult in annual gross revenue from this 
customer in about $250. 
The company estimated that one-half of 
its total revenue under the proposed new 
rate would be required for operating ex- 
penses, which resulted in an operating 
ratio of 50 per cent. The commission 
applied this ratio to the estimated reve- 
nue, resulting in $125 going for expenses 
and $125 for net operating income, which 
figure was used in the capitalization-of- 
earnings method. Using a 5 per cent rate 
of return, the commission found a value 
of $2,500 which it included in the base. 


1 ~~ > r 
the amount ot 


In dealing with other extensions the 
commission also noted that the difference 
in the size of pipe necessary to serve 
present customers and the expected load 
growth in the future should not be placed 
in a rate base to penalize the present cus- 
tomers. 

The excess, according to the com- 
nission, should be placed in the account 
“Property Held for Future Use.” 

Nevertheless, the commission decided 
no reduction should be made in the re- 
serve for depreciation as the company 
“is allowed to take depreciation on items 
held for future use since they are re- 
quired to maintain and replace the pipe- 
line when necessary.” 

Reductions were made in other items 
because of partial use for utility pur- 
poses, as in the case of a dam and water- 
shed land. Also a bridge and water park 
improvements were only partially in- 
cluded. Some value was included be- 
cause the bridge supported a pipeline 
as it crossed a stream, but it was said 
that water park improvements had no 
place in the rate base. 

No allowance was made for going 
value as it was said to be evident that the 
water company originally was started 
as an aid to sales of real estate and not 
as an independent enterprise. Re Cas- 
cade Town Co. (I & S Docket No. 290, 
Decision No. 33470). 


~O) 
, 2) 


Fair Labor Act Not Applicable to Interstate Pipeline 


HE United States Court of Appeals 
for the Eighth Circuit ruled that 
anyone controlling a pipeline, whether 
through ownership, by lease, or other- 
wise, and operating it as a facility for 
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intrastate transportation of oil, is a pipe- 
line company under Part I of the Inter- 
state Commerce Act, whether or not such 
pipe-line companies merely transport 
their own products for commercial use 
OCT. 27, 1949 
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or whether they are common carriers for 
hire. 

This decision was made in a proceed- 
ing by a pipe-line employee to recover 
overtime pay under the Fair Labor 
Standards Act, This act specifically does 
not apply to employees of a company 
subject to the provision of Part I of the 
Interstate Commerce Act. 


In affirming a lower court judgment 
for the pipe-line company, the circuit 
court summarized its position by stating 
that the Fair Labor Standards Act could 
not be used as the basis for a wage claim 
against an employer coming under Part 
I of the Interstate Commerce Act. 
Schmitt et al. v. War Emergency Pipe- 
lines, Inc. et al. 175 F2d 335. 


€ 
Other Important Rulings 


te New York commission author- 
ized a gas company to construct a 
plant and exercise franchises in certain 
towns and to substitute natural gas for 
manufactured gas (except the use of 
manufactured gas on appropriate occa- 
sions for peak shaving), the commission 
deciding that under current conditions 
the introduction of natural gas would 
permit material savings at a substantial 
reduction in rates. Re Central Hudson 
Gas & Electric Corp. (Case 14475). 


The supreme court of Nebraska held 


that an application to transfer a certificate 
of convenience and necessity which has 
already been issued comes within the 
statutory provision requiring a hearing 
thereon after notice has been given to all 
parties. Re Neylon, 38 NW2d 552. 


The Wisconsin commission, in author- 
izing a rate increase for a municipal 
water utility, ordered that all free service 
rendered to the village for the purpose 
of flushing sewers and flooding skating 
rinks be discontinued. Re Belleville (2- 
U-3111). 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


Docket No. 3727, Order No. 2094 
August 4, 1949 


PPLICATION for authority to increase natural gas rates to 
be applicable after delivery of gas from new source of 
supply; granted. 


Rates, § 42 — Jurisdiction of Commission — Notice of hearing. 
1. The Commission is not deprived of jurisdiction to hear an application 
for a rate increase by the fact that an amended notice of hearing was issued 
only eight days prior to the hearing, since it may approve or disapprove 
changes in rates without a hearing, p. 35. 

Rates, § 183 — Basis for approval — Consumers’ wishes. 
2. Approval of rates is not a matter to be determined on the basis of the 
number in favor and the number against such rates, but the question should 
be decided on the factual question as to whether the proposed rates are just 
and reasonable, p. 46. 

Rates, § 32 — Jurisdiction of Commission — Rate changes. 
3. The Commission has jurisdiction to approve a change of gas rates to 
make an adequate supply of gas available, although it has no authority over 
the plans for financing a necessary pipe line or its ultimate location or con- 
struction, p. 46. 


Valuation, § 225 — Contemplated pipe lines — Urgent necessity — Shortage of 
gas supply. 
4. The Commission may approve gas rates to be applicable after construc- 
tion of a pipe line needed to obtain an adequate supply of gas, where lack 
of an advance rate determination might adversely affect actual necessary 
construction of the pipe line and facilities, p. 46. 


Rates, § 648 — Evidence — Future costs and revenues. 
5. Estimates as to future costs and revenues are satisfactory for rate-making 
purposes if based on an adequate factual foundation, since evidence in rate 
cases always depends on estimates for a reasonable period in the future, 
p. 49. 

Rates, § 373 — Gas rates — Methods of increase. 
6. A natural gas rate increase based on the average cost per thousand cubic 
feet rather than on a percentage basis was deemed to be reasonable and just, 
since such an increase is in direct proportion to the amount of use, p. 49. 

Rates, § 207 — Unit for rate making — Geographical divisions — Natural gas. 
7. A natural gas rate increase to be effective upon completion of a pipe line 
was allowed to be applied to the whole system although part of the service 
area would not be served from the new pipe line, where the system would 
be operated as a unit and advantages to one part would be advantages to 
the whole, where, if the new supply of gas were not received, production 
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costs in the existing field would greatly increase and such increase would 
be applicable to the system, and where the new gas supply would eliminate 
the need for service restrictions existing on all parts of the system, p. 50. 


Rates, § 82 — Jurisdiction of Commission — Rate changes. 
8. The Commission may at any time, either on its own motion or on com- 
plaint by the users or the utility, determine the reasonableness of a utility’s 
rates and make such changes as are just and reasonable, since it has con- 
tinuing jurisdiction over utilities, p. 51. 


¥ 


By the Commission: The above- 
entitled matter came on regularly to 
be heard in the court room of the 
Court House in Miles City, Montana, 
at the hour of 10 o’clock a. M., on 
the 20th day of July, 1949, and was 
continued to the house chambers of 
the State Capitol in Helena, Mon- 
tana, for oral argument at the hour 
of 10 o’clock a. M., on the 4th day 
of August, 1949, pursuant to order 
theretofore made. 

APPEARANCES: C. W. Smith, Vice 
President; F. R. Gamble, Treasurer ; 
H. L. Elvig, Assistant Treasurer ; 
H. M. Frederickson, Gas Manager; 
Earl Isensee, Attorney from Minneap- 
olis; Robert Naylor, District Man- 
ager, Miles City; C. D. Horsfield, Dis- 
trict Manager, Wolf Point ; Noel Car- 
rico, District Manager, Glendive; 
O. H. Bundy, District Manager, Glas- 
gow; Raymond Hildebrand, Attorney 
at Law, Glendive, appearing for Mon- 
tana-Dakota Utilities Company. 

Protestants: W. A. Mitchell, Miles 
City, appearing for himself; Gordon 
T. White and Thomas R. Marron, 
Attorneys at Law, and Otto M. 
Christenson, Paul F. Magruder, 
M. A. Wright, all of Glasgow, ap- 
pearing for Natural Gas Users of 
Glasgow; E. E. Reimche and L. E. 
Gilman appearing for Natural Gas 
Users of Nashua; Lloyd Barnard and 
Forrest Steen appearing for Natural 


80 PUR NS 


Gas Users of Hinsdale; Gordon T. 
White and Thomas R. Marron, At- 
torneys at Law, Glasgow, appear- 
ing for groups of gas consumers 
in Valley County and Northeastern 
Montana Consumers Committee; 
Dave Bogut, Glasgow; Roland V. 
Colgrove, Attorney at Law, Miles 


City, appearing for the FEastern | 
Montana Consumers Committee and | 
the Board of Directors  consist- | 
ing of the following: Roy Milli- 
gan, Miles City; Wallace Ulmer, | 
Miles City; Roy Carlson, Miles | 


City; Mrs. Harry Slack, Miles City; | 
Cora Keye, Miles City ; Leighton Fos- | 


ter, Miles City; Dola Wilson, Miles 


City; Velmer Clark, Miles City; Nor- | 
man Thompson, Miles City; Bruce | 


McLean, Miles City; Vern Liles, | 
Terry; George Johnson, Sidney; | 
Harry R. Brost, Terry; H. H.| 


Haines, Terry; Lester Varner, Terry; | 


Elmer Sorenson, Sidney; Nel Back, 
Sidney; Basil Coffrin, Sidney; Art 
Hagenstom, Glendive ; Duncan Noyes, 
Fairview; Wilbur Hammond, Wi- 
baux. 


OTHER APPEARANCES: H. M. Das- 
inger, Wolf Point, appearing for Wolf 
Point Chamber of Commerce and 
Wolf Point City Council; Peder Moe, 
Poplar, appearing for the community | 
of Poplar in general; I. L. Ramstad, | 
Poplar, appearing for Poplar City/ 
Council and Poplar School District 
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No. 9; W. A. Whistler, Glendive, 
appearing for himself and the City 
Council; James L. Carter, Glendive, 
appearing for Dawson County Cham- 
ber of Commerce and the Loyal Order 
of Moose; D. J. Healy, Glendive, ap- 
pearing for himself and the Glendive 
Steam Laundry, Inc.; M. A. Shilling- 
ton, Glendive, appearing for Northern 
Pacific Beneficial Association Hospi- 
tal; Edwin S. Booth, Secretary-Coun- 
sel, appearing for the Board. 

By the Commission: The Mon- 
tana-Dakota Utilities Company, here- 
inafter referred to as the company, is 
engaged in furnishing gas, electric 
and. steam heat service to its patrons 
as a public utility. A part of the sys- 
tem it operates is a natural gas sys- 
tem located in Eastern Montana, 
North and South Dakota, served by 
gas produced in the Baker and Bow- 
doin fields in Montana and known as 
the Baker-Bowdoin system. 

On June 24, 1949, the company 
filed its application for increase in gas 
rates in the area served by the Baker- 
Bowdoin system, such increases to 
become effective sixteen days after 
delivery of gas from the Worland 
Wyoming gas field to the company’s 
system. This application affects all 
towns served by the system in the 
state of Montana, except Baker and 
Saco which are located in the gas 
fields. The application was received 
by the Commission on June 27, 1949, 
The application was set for public 
hearing at Miles City, a point in the 
area served, on June 20, 1949. Orig- 
inal notices of public hearing were 
mailed to various parties on July 7, 
1949. On July 12, 1949, it was noted 
that the towns of Miles City and 
Richey had been inadvertently omit- 


ted from the original notice of hearing. 
On the same day, an amended notice 
was mailed to all parties receiving the 
original notice. 

Both the original notice and the 
amended notice of hearing were 
mailed to the postmasters, the news- 
papers, the chambers of commerce or 
commercial clubs in the various towns 
affected, as well as to numerous in- 
dividuals who had previously corre- 
sponded with the Commission. No- 
tices were also posted in the company 
offices and published as legal notices 
in the various newspapers in the area. 
A copy of the notices was given to 
all papers as a news story. The Com- 
mission gave the best possible notice 
of the hearing in an effort to advise 
the people. In so far as Miles City 
was concerned, the amended notice 
with Miles City included was pub- 
lished as a legal notice on July 12, 
1949, and was again published on July 
15, 1949. The amended notice could 
not materially change the position of 
any communities except Miles City 
and Richey which had been omitted 
from the original notice. 


Objections to Sufficiency of Notice 
of Hearing 


[1] The hearing at Miles City 
commenced on July 20th and con- 
tinued through a night session on 
July 21st. At the opening session on 
July 21st, an objection was interposed 
by protestants that the Commission 
did not have jurisdiction to hear the 
application for the reason that the 
amended notice including Miles City 
was not published until one week 
prior to the hearing. 

In denying this objection to juris- 
diction the Commission pointed out 
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that it normally does try to give ten 
days’ notice of a hearing and pointed 
out the actual notice given which, ex- 
cept for the omission of Miles City 
and Richey, was thirteen days and in 
the case of Miles City and Richey was 
eight days from date of mailing. It 
was pointed out that so far as jurisdic- 
tion was concerned, the Commission 
is not required to hold a hearing on 
application of the company for ap- 
proval of rates and not required to 
publish any notice in connection with 
any hearing it may decide to hold and 
there is no statutory time fixed for 
giving notice. 

Section 3891, RCM, 1935, is the 
statute relating to approval of rates by 
utilities. This section reads in part :— 


“3891. Schedules of rates, tolls and 
charges. 


No change shall thereafter be made 
in any schedule, including schedules 
of joint rates, except upon twenty 
days’ notice to the Commission, and 
all such changes shall be plainly indi- 
cated upon existing schedules, or by 
filing new schedules in lieu thereof 
ten days prior to the time the same 
are to take effect; provided, that the 
Commission, upon application of any 
public utility, may prescribe a less 
time within which a reduction may be 
made; provided, however, that no ad- 
vance or reduction of existing sched- 
ules shall be made without the concur- 
rence of the Commission. Copies of 
all new or amended schedules shall be 
filed and posted in the stations or 
offices of public utilities as in the case 
of original schedules. The Commis- 
sion may prescribe such changes in the 
form in which the schedules are issued 
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by any public utility as may be found 
to be expedient.” 

A reading of this statute clearly 
shows that the Commission may ap- 
prove or disapprove changes in rates 
without hearing. As a matter of fact 
the Commission usually approves 
changes resulting in reductions with- 
out hearing. A comparison of 
§ 3897, RCM, 1935, relating to com- 
plaints by patrons and § 3898, RCM, 
1935, relating to complaints by utili- 
ties further clearly indicates that the 
legislative assembly did not contem- 
plate requiring a hearing prior to act- 
ing on an application for rate change. 
Under these circumstances, no juris- 
dictional defect exists because of an in- 
advertent omission of two towns from 
the original notice and reissuance of 
an amended notice eight days prior to 
hearing instead of the usual ten days. 

The Commission has for many 
years, as the records will disclose, 
followed the general policy of setting 
applications involving material rate 
increases on substantial changes in 
service for public hearing. Such ap- 
plications have been set for hearing at 
a place in the area affected. This 
practice was followed in the instant 
case. 

Prior to the date of hearing, re- 
quest for an additional hearing at 
Glasgow or some place in that area 
was made by various organizations 
and individuals. This request was re- 
newed at the opening of the hearing, 
at the close of the hearing at Miles 
City, and again at Helena. The ap- 
pearances show that of 17 towns af- 
fected by the application, the majority 
were represented at the hearing by 
individuals, committees, or counsel. 
After considering this request, the 
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Commission in each instance denied 
the request for additional hearings at 
this time. This is a matter within the 
discretion of the Commission which 
it decided after considering all matters 
and facts before it. 


Nature and Purpose of Application 
for Increase in Rates 


The schedules submitted by the 
company would not become effective 
until sixteen days after gas is deliv- 
ered to the Baker-Bowdoin system 
from the gas field near Worland, 
Wyoming. This is estimated to be 
about October 1, 1950. The sched- 
ules would replace all schedules now 
in effect except in the towns of Baker 
and Saco, which are located in the 
present gas fields. The increases in 
towns north of the Missouri river, 
Malta, Glasgow, Hinsdale, Poplar, 
Wolf Point, Nashua, and Frazer 
would be 10 cents per thousand cubic 
feet (hereafter referred to as “m.c.f.”) 
in all steps with the exception that the 
minimum rate for Glasgow, Malta, 
and Hinsdale is changed from 3,000 
cubic feet per month for $2 to 2,500 
cubic feet per month for $2. The in- 
creases in towns south of the Missouri 
river, Fairview, Glendive, Ismay, 
Miles City, Richey, Savage, Sidney, 
Terry, Carlyle, and Wibaux would be 
14 cents per m.c.f. in all steps with 
two minor exceptions on the lower 
bracket for general purpose service. 
The exception as to Carlyle and 
Wibaux for general purposes is that 
there is no increase on the first 3,000 
cubic feet, a 15 cents increase on the 
next 3,000 cubic feet, and an increase 
of 20 cents per m.c.f. for the gas used 
between 10 and 15 m.c.f.; however, 
the increase per month does not ex- 


ceed an average of 14 cents per m.c.f. 
on the amount used at any time. The 
exception for other towns south of 
the Missouri river increases the rate 
on the first 3,000 cubic feet per month 
10 cents and the second 3,000 cubic 
feet per month 20 cents, so that the 
increase for 5,000 cubic feet or less 
is 14 cents or less, but for 6,000 cubic 
feet the increase is 15 cents per m.c.f. 
The files and records of the Com- 
mission and the testimony of the com- 
pany show the following facts. The 
system is presently supplied from 
wells located in the Baker and Bow- 
doin fields. During the winter of 
1947-48 and since, certain curtail- 
ment in the supplying of natural gas 
has been necessary in order to protect 
present domestic users of gas for 
space heating. In 1947, some of the 
larger commercial and industrial cus- 
tomers were notified that they should 
have standby or auxiliary equipment 
available in the event it becomes nec- 
essary to temporarily curtail service 
to them. On January 7, 1948, this 
Commission approved an emergency 
tariff provision providing for the or- 
der of curtailment in the event emer- 
gency shortage of gas required cur- 
tailment. This provision had for its 
purpose the protection of the domestic 
users of gas for general purposes in- 
cluding space heating. On January 9, 
1948, another emergency tariff provi- 
sion was submitted by the company 
and approved. ‘This provision pro- 
hibited and limited the use of gas for 
commercial industrial or space heat- 
ing. The purpose of this provision 
vas to protect present users. This 
latter regulation was modified on Feb- 
ruary 17, 1949, to permit the taking 
of new residence space heating cus- 
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tomers to the extent of gas released by 
industrial and commercial accounts 
so that no greater use of gas would 
result. 

The primary or immediate reason 
given by the company to support the 
curtailment orders were (1) increased 
construction and greater use of gas 
because of increases in costs of other 
fuels had expanded the volume of gas 
use; (2) lack of pipe and equipment to 
connect new wells to compensate for 
lowering efficiency of existing wells; 
(3) inability during the war years to 
carry on normal development to meet 
the normal growth of the system. 

A copy of a report by Ralph E. 
Davis, petroleum engineer for the 
company, dated May 3, 1948, and 
showing the conditions of the prop- 
erties was filed with the Commission. 
This summary shows that the Baker- 
Bowdoin fields as of January 1, 1948, 
had an estimated proven and probable 
reserve of 365,700,000 M. cubic feet. 
135,000,000 M. cubic feet of this 
amount classified as" “probable 
reserves.” Based on these reports 
the company estimated its reserves 
as of December 31, 1948, at 335,- 
494,221 m.c.f. The present produc- 
tion, following the practice of not in- 
creasing total use, amounts to about 
11,000,000 m.c.f. per year. Based on 
proven reserves of 230,000,000 M. 
cubic feet and present rate of produc- 
tion this would be a 20-year supply 
from January 1, 1948, or nineteen 
years from now. If all reserves were 
developed, this reserve would mean a 
30-year supply for the present vol- 
ume of use. The amount of the prob- 
able reserve developed would, of 
course, depend on the cost of produc- 
tion. 
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We desire to point out that the 
Commission during the past two years 
has received numerous complaints as 
to the curtailment of service and re- 
strictions on new consumers. These 
complaints have come from various 
parts of the area served by the com- 
pany and have been made by organ- 
izations and individuals. There can 
be no question but that the demand is 
not being supplied at the present time. 
It is axiomatic that if the annual with- 
drawals of gas from the present fields 
are increased, the life of the fields will 
be reduced. 

Because of the diminishing supply 
of gas and the necessity of curtailing 
use in order to insure the maximum 
protection to present domestic users, 
the company desires to obtain addi- 
tional gas supply. It has entered into 
a contract to buy gas grom the Pure 
Oil Company in the Worland Wy- 
oming field. Based on a study of 
the Worland field by Ralph E. Davis, 
the gas available from the Pure Oil 
Company would supply gas at the con- 
tract rate of delivery for more than 
twenty years and the total reserves 
available in the field would exceed 
twenty-five years delivery at the con- 
tract rate. The contract rate of de- 
livery would exceed the present an- 
nual use of the company’s system. 
The excess gas delivered would be 
stored underground in the Baker field 
for future use. This additional gas 
would eliminate the need for any re- 
strictions on the use of gas and would 
make available a firm supply of gas for 
at least forty vears in the future. 

If negotiations for the purchase of 
the Worland gas are completed, the 
company stated that present limita- 
tions on domestic space heating may 
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be further modified during the year of 
1949 and by the spring of 1950 all 
restrictions on the use of gas might be 
eliminated. With the exception of 
gas deliveries to Forsyth, Montana, 
the company does not contemplate 
further extension of its system. There 
is a possibility of gas deliveries at 
Hardin, Montana, and one small town 
in North Dakota. The company 
would, however, again serve industrial 
and commercial customers which have 
been removed from the lines because 
of shortage of gas. 

It was pointed out that the company 
has been spending between $400,000 
and $500,000 per year for the last four 
or five years in the development of 
new wells and equipment in order to 
hold the present annual production of 
11,000,000 m.c.f. per year. As the 
pressures in the fields decrease with 
the withdrawal of gas the cost of pro- 
duction greatly increases. If service 
were to be furnished with the present 
fields as the only source of supply, the 
company testified that it would shortly 
be necessary to ask for rate increases 
approximating the one now requested 
to pay the increased cost of operation. 
Such a situation would not give assur- 
ance of more than ten or fifteen years 
supply of gas, depending on the 
amount of annual withdrawals. 

The contract with the Pure Oil 
Company is revokable by either party 
if authority to construct the necessary 
pipe line is not secured by August 15, 


1949. Request for authority is pres- 
ently pending before the Federal 


Power Commission. This Commis- 
sion does not exercise any authority 
over the construction of the pipe line 
or the issuance of securities. Whether 
the required authority will be granted 
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within the time limit so that the con- 
tract may be completed is a question 
over which this Commission does not 
exercise any control. 

In order to make the Wyoming gas 
available to the company’s system a 
pipe line must be constructed from the 
Worland [ield to the company’s sys- 
tem at Cabin Creek compressor sta- 
tion, a distance of 340 miles. Engi- 
neer’s estimates of the cost of this 
line show a cost of $8,376,880 for con- 
struction. Two branch lines from the 
line to Forsyth and Miles City are 
estimated to cost $43,000 and the dis- 
tribution system in Forsyth is esti- 
mated at $100,000 making a total cost 
of $8,519,880. 

The company testified that in order 
to finance the cost of the pipe line, a 
corporation known as the Montana- 
Wyoming Pipe Line Co. has been 
formed. The purpose of this 
company will be the financing, con- 
struction, and operation of the pipe 
line for delivery of gas to the com- 
pany’s system. This separate com- 
pany was necessary because of the fact 
that the debt limit under the existing 
mortgage of the Montana-Dakota 
Company is insufficient to meet the 
financial needs. Modification of the 
existing mortgage is not considered 
practical at this time. The testimony 
of the company is that the creation of 


sole 


the new company will not create any 
additional burden on the ratepayer. 
The financing plan is to issue $6,- 
000,000 of bonds, borrow $900,000 
on an open loan and issue 135,000 
shares of stock at a value equivalent 
to present value of Montana-Dakota 
stock. 
350,000 and will he offered first to 

80 PUR NS 


This stock should raise $1,- 








MONTANA PUBLIC SERVICE COMMISSION 


stockholders of the Montana-Dakota 
and then the general public. 

The Montana-Dakota Company 
will lease the pipe line and will pay 
annual rental and operating expenses 
on the pipe line. This rental will be 
sufficient to pay the pipe-line company 
(1) 6 per cent return on the depreci- 
ated investment, (2) 4 per cent depre- 
ciation, and (3) income taxes of the 
pipe-line company. The operating 
expenses will be paid by the Montana- 
Dakota. This annual rental is gradu- 
ated from $840,000 per year for 1951 
through 1957 to $400,000 per year in 
1973 and to the end of the contract 
period in September, 1975. Certain 
other provisions such as payment of 
dividends to stockholders referred to 
will be discussed in connection with 
protestants’ evidence. The company 
specifically stated that the rentals and 
payments to the pipe-line company are 
not in excess of what it would be enti- 
tled to if the company constructed the 
pipe line. 

The company has been negotiating 
for the sale of bonds with certain in- 
surance companies. In these negoti- 
ations, the company has indicated its 
expectation of receiving $597,000 per 
year in additional revenue from pres- 
ent consumers under the proposed 
rates. Unless such additional revenue 
from existing customers can be real- 
ized, the comnany states that it has 
no assurance that the necessary finance 
can be obtained. This financing must 
be obtained promptly to permit the 
buying of pipe and the construction of 
a portion of the line through irrigated 
areas during the coming fall and win- 
ter and to assure completion of the 
line by Octeher 1, 1950. The rates, 
however, will not become effective un- 
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til after the line is completed and the 
gas delivered. 

The company has already made in- 
creases in rates in the state of South 
Dakota, and on completion of the line 
will further increase its rates in that 
state to equal the increase sought 
south of the Missouri river in Mon- 
tana. Application was filed before the 
Commission in North Dakota to in- 
crease rates 14 cents per m.c.f. under 
the same conditions as in Montana. 
(During the preparation of this order, 
we have been advised that that Com- 
mission, by order dated August 5, 
1949, granted the application on the 
general grounds that the obtaining of 
additional gas is essential and approv- 
al of rates is justified.) Of the $597,- 
000 additional revenue per year from 
present customers $247,076 is ex- 
pected to be from Montana consumers. 

It is because of the need of immedi- 
ate action in financing and construct- 
ing the pipe line that the present appli- 
cation is filed for approval of rates 
more than fourteen months before the 
rates will become effective. The evi- 
dence and action on this application, 
of necessity, is required to be consid- 
ered in the light of these conditions. 
Whether the action of this Commis- 
sion will insure or prevent the con- 
struction of the line and delivery of gas 
is uncertain but it will affect the final 
outcome in any everit. One of the 
primary concerns of the gas user and 
this Commission is assurance of an 
adequate supply of gas. 


Reasonableness of Proposed Rates 


The reasonableness of the proposed 
rates will depend on the operating con- 
ditions and value of the plant as of the 
time the rates become effective. The 
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company testified as to the present rev- 
enues, plant values, and operating 
expenses. They then presented evi- 
dence showing the changes which will 
exist in October, 1950, and thereafter. 
Testimony shows that these estimates 
are based on presently known facts 
and conditions. It is further shown 
there is no present reason to expect 
changes in conditions which will affect 
the estimates made. 

The company testified that the 
towns to be included in the proposed 
increases are all a part of the Baker- 
Bowdoin That system is 
operated as a unit. All towns named 
have been affected by the same restric- 
tions in use. In the operation of the 
unit, gas has been transported from 
the Bowdoin field to the Baker field 
during the summer for underground 
storage, and used in the winter. This 
unit operation has enabled the company 
to maintain its present service. The 
increases proposed are to be applied 
equally to all parts of the system ex- 
cept Baker and Saco. The company 
does not now propose to use Wyoming 
gas north of the Missouri river but 
intends to use Bowdoin gas in that 
area. 

Three basic reasons are given by 
the company for the proposed increase 
being applied to the system even 
though part of the system will not be 
served with the gas from the new pipe 
line. These reasons are: (1) The 
system is operated as a whole and 
benefit to one part of the system is a 
benefit to the entire system. The 
Worland gas will lengthen the life of 
the entire system. (2) If Worland 
gas were not obtained, the develop- 
ment expense of the Baker and Bow- 
doin fields would be greatly increased 


system. 


and such increased costs would be a 
charge on the entire system. (3) 
Present or future curtailment of gas 
in order to conserve the Laker-Bow- 
doin system are or would be applica- 
ble to all parts of the system. Ade- 
quate gas supply from the Worland 
field will eliminate this necessity for 
curtailment in all parts of the system. 

This Commission has always regu- 
lated gas rates on a “‘volume’’ basis. 
The evidence shows that the average 
cost of gas, based on the use of Baker- 
Bowdoin gas and Worland gas, will 
be increased 10.7932 cents per m.c.f. 
The company has requested an in- 
crease of 10 cents in that part of the 
system which will not be served by 
Worland gas. The Worland gas will 
contain a higher Bru content. On 
this basis and because less gas will be 
required where Worland gas is used, 
the 14-cent increase per m.c.f. is con- 
sidered equivalent to the 10-cent in- 
crease in the other portions of the 
system. 

The increase is applied uniformly on 
all steps and all rate schedules. This 
results in a greater percentage of in- 
crease on the cheaper rates furnished 
large commercial and industrial users. 
The company testified that when the 
present industrial and cormmercial 
schedules were adopted they were re- 
quired to be comparatively low for 
competitive reasons. The rates were 
never equalized. The increase on the 
increased cost per unit basis equalizes 
the domestic, industrial, and commer- 
cial rates. Each user will pay the in- 
creased cost on the unit basis on the 
actual amount of gas. The advantage 
to the large user is maintained but the 
former inequalities between the large 
and small user are eliminated. A per- 
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centage increase applied to all rates 
would have placed the greatest in- 
crease on the smaller users and fur- 
ther increased the advantage which 
the larger users enjoy. The company 
testified that they consider the in- 
creases applied for will equalize the 
rates, and are fairly applied to all 
users. 

The company’s financial exhibits 
and estimates of revenues are based 
on increases applied as above stated. 
The company offered in evidence a 
copy of its balance sheet and income 
account from all sources. We shall 
confine ourselves to exhibits relating 
to gas accounts of the Baker-Bowdoin 
system. 

On December 31, 1948, the system 
served 47 communities of which 19 
are in Montana. Total gas sales for 
the system were 9,094,922 m.c.f. of 
which 2,998,272 m.c.f. were sold in 
Montana. This gas was sold to 27,- 
609 consumers, 8,911 of which are in 
Montana. Montana consumers are 
classified as follows: 7,391 residen- 
tial, 1,483 commercial, 33 industrial, 
3 power plants and service to the gov- 
ernment at Fort Peck. Total revenues 
from gas sales for 1948 were $3,- 
679,486.41 of which $1,138,331.98 
was from Montana sales. 

Operating expenses for 1948 on the 
system amounted to $2,926,444.34, 
leaving a system operating income of 
$762,137.03 for 1948. Operating ex- 
penses allocated to Montana amounted 
to $928,481.36, leaving an operation 
income of $214,481.36. In view of 
the fact that most of the wells are lo- 
cated in Montana, and about 58 per 
cent of the value of gas plant, ex- 
cluding producing lands, leases, and 
rights, is located in Montana, some 
80 PURNS 


method of allocation of expense is 
necessary. The expenses of compres- 
sion, transmission, and production 
are allocated on a basis of the percent- 
age of total volume of gas delivered in 
Montana to the total volume produced. 
On this basis 32.966 per cent of these 
costs were allocated to Montana. 
General company expenses have been 
allocated to each service and state on 
the basis of gross revenue. The other 
costs are incurred within the divisions 
and are allocated on a direct basis 
where a division operates in two 
states. 

An exhibit shows the value of the 
plant used in the system by account 
numbers. The account reflects the 
original costs of the property as re- 
quired by the System of Accounts of 
the Federal Power Commission and 
this Commission. This exhibit 
shows an original cost value of $20,- 
286,036.32. After deducting a depre- 
ciation reserve of $6,201,709.93, a 
depreciated gas plant of a value of 
$14,084,326.39 remains. A working 
capital of $220,000 is claimed, al- 
though the company states that this is 
insufficient. Adding the working cap- 
ital to the depreciated original cost 
value gives a rate base, on that basis, 
of $14,304,326.39. Computed on this 
rate base the 1948 operating income 
resulted in a rate of return of 5.33 
per cent. 

Witnesses for the company testified 
that except for a 124 per cent wage in- 
crease, no material change will occur 
in operating revenue, value of plant, 
or operating expense. The rate of re- 
turn for 1949 and unti! October, 1950, 
is expected to remain substantially the 
same or slightly less. 

Mr. Smith, vice president of the 
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company, engineer in charge of con- 
struction and operation, and familiar 
with the company’s plant, testified as 
to the value of the plant on a “repro- 
duction cost, new, less observed de- 
preciation” and “present fair value” 
basis. He testified that the reproduc- 
tion cost, new, would be $31,714,186.- 
32. This figure was arrived at by 
repricing the major items of system in 
use on present-day costs. From this 
figure he deducted $7,928,546.58 ob- 
served depreciation and arrived at a 
cost of reproduction, new, less ob- 
served depreciation, of $23,765,639.- 
74. After adding working capital of 
$220,000 there would be a rate base 
under this method of $24,005,639.74. 
The 1948 income would have given 
a rate of return on this basis oi 3.17 
per cent. Mr. Smith testified that in 
his opinion the present fair value of 
the property as $19,028,271.79 which 
after adding working capital would 
give a rate base of $19,248,271.79 and 
on 1948 income there would have 
been a rate of return of 3.96 per cent. 
Present fair value was determined by 
considering the original cost or book 
value, the reproduction cost, new, less 
depreciation and the reasonable value, 
if a sale at arm’s length was being 
negotiated. He stated that the present 
fair value was determined on the same 
basis as though he were examining 
the property for purchase by the com- 
pany. 

An exhibit was offered to show the 
cost of gas per m.c.f. from the Baker- 
Bowdoin fields in 1948, and combined 
cost of gas from these fields and the 
Wyoming fields in 1952. This exhibit 
shows that the present cost of gas 
from the Baker-Bowdoin system in 
1948 is 9.5694 cents per m.c.f. In 
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1952 the gas developed from the Bak- 
er-Bowdoin system would cost 13.- 
7415 cents per m.c.f. The gas devel- 
oped and delivered from Worland, 
Wyoming, would cost 28.3487 cents 
per m.c.f. The average cost of the 
gas from the three fields would be 
20.3626 cents per m.c.f. or 10.7932 
cents per m.c.f. over present costs. 

Additional revenues expected per 
year under the proposed rates from 
present customers is $597,639 per 
year of which $247,076 would be from 
Montana customers. Additional reve- 
nues from all sources including sales 
to large industrial customers are esti- 
mated at $1,927,539 of which $606,- 
379 is expected from Montana. The 
increase estimated from Montana in- 
cludes $112,403 in business resulting 
from removal of restrictions on use, 
$150,000 from large industrial sales, 
and $88,000 from the addition of 
Forsyth to the system. It is estimated 
that five years will be required to de- 
velop large industrial sales. 

The company submitted a pro forma 
income account for 1954 compared to 
actual 1948 figures. 1954 revenue 
figures are adjusted to reflect in- 
creased revenue from increase in 
rates and increases in sales. The ex- 
penses are adjusted to reflect rental to 
the pipe-line company of $850,000, 
cost for purchase of gas from the Wor- 
land field, and adjustments in result- 
ing operating expenses. This exhibit 
shows a 1948 revenue of $3,688,581, 
and after adding $1,927,539 addition- 
al revenue a 1954 revenue of $5,616,- 
120 is shown. Production expenses 
for 1948 were $2,926,444. After add- 
ing $1,672,819 to production ex- 
penses, 1954 production expense will 
amount to $4,599,263. 1948 operat- 
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ing income of $762,137 will be in- 
creased by $254,720, and in 1954 will 
amount to $1,016,857. These figures 
depend on the ability to develop large 
industrial sales in the amount of 
$804,000 per year by 1954. 

Mr. Gamble testified that by the 
end of 1952, the rate of return based 
on “original cost of plant” figures re- 
viewed above will not exceed 63 per 
cent. Considering the element of risk 
of gas service in the area served a 
rate of 6} per cent is considered a 
minimum rate of return. Mr. Smith 
testified that based on present fair 
value and 1954 estimates as set forth, 
the rate of return would be 5.28 per 
cent. He believes, however, that the 
present fair value will be increased by 
additional plant construction. 

A series of studies was made to 
show the effect of the proposed in- 
creases. These studies are based on 
1948 billings. The increases in resi- 
dence rates varies from 14.2 per cent 
to 17 per cent. Increases, under com- 
mercial and public building rates, 
vary from 32 per cent to 43.1 per cent. 
An exhibit was introduced to show 
that gas at the proposed rates is com- 
petitive with other fuels. 

Witnesses from Glendive and Pop- 
lar appeared and testified that they 
believed the proposed increases were 
justified in order to make an adequate 
supply of gas available. Testimony 
was offered by these witnesses to show 
that gas at the proposed rates would 
be cheaper than other fuels and is more 
convenient. These witnesses also tes- 
tified that if they had to convert to 
other fuel, there would be a heavy con- 


version cost. 
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Protestant’s Position 


The protestants presented evidence 
by cross-examination and direct evi- 
dence relating to the nature of the 
company’s application and the effect 
on patrons. Protestants objected 
generally to all evidence relating to 
future revenue, future construction, 
future values of plant, and the fixing 
of rates on such testimony. The ob- 
jection was overruled. Objection to 
the application on this ground was re- 
newed throughout the hearing and at 
oral argument and was based on the 
assumption that rates can only be 
fixed for immediate application on 
facts as they exist at the time of the 
investigation. 

The memorandum filed as a part of 
the application disclosed that rental to 
the pipe-line company is intended to 
be sufficient to pay the stockholders a 
10 per cent dividend annually in addi- 
tion to all expenses and taxes, and to 
retire the bonds and notes within 
their maturity limit. It further ap- 
pears that the 135,000 shares of stock 
will first be offered to the holders of 
Montana-Dakota stock and then the 
general public. By cross-examina- 
tion, the protestants emphasized the 
fact that the officers of the two com- 
panies were the same. They further 
emphasized that the stockholders 
would through the retirement of the 
debt become the owners of the prop- 
erty which they valued as from 8 to 
10 million dollars. The fact was de- 
veloped that in 25 years the pipe-line 
company would receive $17,812,500 
in rentals which would be paid by the 
patrons of Montana-Dakota. On ar- 
gument, protestants contended that 
this would mean the patrons would 
have to pay $17,500,000 in rentals 
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during the twenty-five years, whereas 
the stockholders of Montana-Dakota, 
who would have the opportunity to 
acquire the stock, would get the prop- 
erty for $1,350,000 invested. 

The chairman of the Eastern Mon- 
tana Consumers Committee, repre- 
senting about 3,300 consumers and 
patrons, appeared as a witness. He 
offered evidence as to the effect of 


the proposed rates on a commercial, 


account heating two hotels through a 
common boiler, a commercial account 
for a laundry, a residence account for 
a 17-room house and a residence ac- 
count for a 2-bedroom house. This 
comparison is for the heating season 
from September 15, 1948, to May 15, 
1949, and is considered typical for 
the four types of service mentioned. 
These figures, on the basis mentioned, 
show that the bill covering two hotels 
served by a common boiler would in- 
crease from $1,469.49 to $2,284.62 
or $815.13, being an increase of 55 
per cent. The bill for the laundry for 
the same period would increase from 
$148.55 to $191.48 or $42.93, being 
28.63 per cent. The bill on the 17- 
room residence would increase from 
$242.93 to $315.58 or $72.65 being 
29.9 per cent. The bill for the 2-bed- 
room house or average home would 
increase from $102.18 to $130.84 or 
$28.66 being 27.84 per cent. These 
figures are based on eight months’ 
bills on an increase of 14 cents per 
m.c.f. without regard to the use of 
smaller quantities of gas due to higher 
heat value of Worland gas. The wit- 
ness contends that allowance should 
not be made for greater heat value for 
the reason that the contract with the 
Pure Oil Company does not assure 
delivery of any specific BTU content 
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and further that storage of the gas in 
the Baker field will affect the Bru 
content. The witness further testified 
that he considered the examples as 
typical but there was insufficient time 
to obtain schedules of users and com- 
pute representative bills from over the 
area. 

Another witness, who is a director 
of the Montana Consumers 
Committee, appeared and requested 
that time be given so that the com- 
mittee could make further study and 
This 
witness also testified relative to a mass 
the Chamber of 
Commerce of Miles City at the request 
of the company in May, 1949. He 
stated that the company represented in 
the area was faced with a rapidly di- 
minishing gas supply and to avoid this 
condition the petitions to the Public 
Service Commission had to be signed 
at once. It is the opinion of the wit- 
ness that the petitions would not have 
been received favorably had the fact 
been clear that the increase would be 
so great or if the financial structure 
of the pipe-line company had been 
given in full. He further explained 
the action of the directors of the Miles 
City Chamber of Commerce authoriz- 
ing a letter to be sent to the Commis- 
sion commending the action for devel- 
opment of natural gas supply but not 
mentioning rates. The letter received 
by the Commission conforms to the 
stated action. 


Eastern 


present evidence in opposition. 


meeting called by 


At the close of the hearing on July 
21st, and at oral argument on August 
4th, the protestants objected to the 
consideration of the application on the 
ground that it requests fixing of rates 
for future application on construction 
not now in existence. This objection 
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is based on two grounds: first, that 
the Commission is without jurisdic- 
tion to consider future construction 
or conditions in fixing rates, and sec- 
ond, that the matter of future condi- 
tions as to plant construction and op- 
eration are too speculative to warrant 
a fixing of rates at this time. 

At the close of the hearing on July 
21st, the protestants again moved for 
continuance of from 30 to 60 days and 
the holding of an additional hearing 
at Glasgow. The motions were de- 
nied and the case closed, but oral ar- 
gumients were set for August 4, 1949, 
in Helena, Montana. These motions 
were again renewed by all protestants 
at the time of oral argument on Au- 
gust 4, 1949. The motions were de- 
nied and the case closed and taken 
under advisement. 


Commission's Comment 


[2] Numerous petitions were filed 
with the Commission as a result of 
meetings held in the territory served, 
at the request of the company. These 
petitions favored the company’s ob- 
taining additional gas. Protestants 
raised objection to the method in 
which these meetings were held and 
questioned whether the parties present 
were fully informed of the nature and 
effect of the proposed increases. Prot- 
estants, on the other hand, filed nu- 
merous protests and petitions signed 
by several hundred persons to the 
application on the grounds that the 
increases are unreasonable. All of 
these matters were given due consid- 
eration. Approval of rates is not, how- 
ever, a matter to be determined on the 
basis of the number in favor and the 
number against such increases. The 
question is to be decided on the factual 
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question as to whether the proposed 
rates are just and reasonable. 

Counsel and committees represent- 
ing several hundred users participated 
in the hearings and presented evi- 
dence both by cross-examination and 
direct examination. 230 pages of 
testimony and 16 exhibits were pre- 
sented. Even if there had been no 
protest made, this Commission, under 
the provisions of the Public Service 
Commission Act and _ particularly 
§§ 3879, 3883, 3884, and 3891, RMC, 
1935, is charged with the duty and 
responsibility of determining that the 
rates are reasonable before giving the 
required approval. 

[3,4] It was pointed out that the 
Commission has only such jurisdiction 
as is conferred on it by legislative 
enactment. Chicago, M. & St. P. R. 
Co. v. Railroad Comrs. 76 Mont 
305, PUR1926E 415, 247 Pac 162. 
This is a general rule of statutory 
construction which has been recog- 
nized by the courts and followed by 
this Commission. Chapter 313, Po- 
litical Code of Montana 1935, does 
not give this Commission any juris- 
diction over the issuance of stocks, 
security issues, or the construction of 
facilities including pipe lines. We, 
therefore, have no authority over the 
plans of financing the pipe line or its 
ultimate location or construction. 
This Commission is specifically given 
jurisdiction over the rates charged, 
and approval of change of rates is 
within the jurisdiction of the Com- 
mission. 

This application is unusual in that 
it is for approval of rates to be ap- 
plied in the future after actual con- 
struction of the plant necessary to de- 
liver the gas. That is the condition to 
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be complied with before the increase 
is made applicable. These conditions 
are to be distinguished from an imme- 
diate application of increases based on 
future construction. Protestants ob- 
jected to the jurisdiction of the Com- 
mission to now approve rates to be 
applied after the completion of future 
construction. Authorities cited in 
support of this objection are cases 
where the investigation concerned the 
fixing of rates for immediate appli- 
on the value of the plant then 
in existence. They do not hold that 
a rate may not be approved for future 
application after the occurrence of a 
particular condition. Counsel cites 
Great Falls Gas Co. v. Montana Pub. 
Service Commission, PUR1929E 
628, 631, 34 F2d 297. In that case 
the Federal court held that the Mon- 
tana Commission could not order a 
reduction of present rates on the basis 
that future conditions would make 
present rates unreasonable. The court 
said: 

“The remedy, however, is not for 
the Commission to fix a rate appro- 
priate to expanded conditions future 
and prescribe it to present conditions, 
upon which it is confiscatory, but is 
to reduce a present reasonable rate 
only when expansion renders tt exces- 
sive.” (Italics supplied. ) 

The cited authorities do establish 
that the Commission could not make 
the proposed rates applicable immedi- 
ately, based on conditions to exist in 
October, 1950, and thereafter. That, 
however, is not the problem now be- 
fore this Commission. The applica- 
tion here is for approval of the pro- 
posed rates after gas is delivered from 
the Wyoming field. If gas is not, for 
any reason, delivered from the Wy- 


cation 


oming field, the rates would never go 
into effect. The reasonableness of the 
rate when such gas is delivered will 
depend on the facts as they exist at 
that time. 

In connection with the obtaining 
of Wyoming gas for the benefit of the 
Baker-Bowdoin system, the company 
has entered into contracts for the pur- 
chase of gas and has created a new 
company to construct the necessary 
pipe line. In order to finance the nec- 
essary facilities it is necessary for the 
company to sell $6,000,000 in bonds, 
borrow $900,000 on notes, and sell 
135,000 shares of stock. Failure to 
obtain the necessary finance will pre- 
vent the construction of the pipe line 
and the obtaining of additional gas 
supply. The request for approval of 
the rates now is in order that the com- 
pany may justify the financial sound- 
ness of the project and secure the nec- 
essary finance, while refusal of this 
Commission to approve the proposed 
rates would undoubtedly have an ad- 
verse effect on financing negotiations 
and might prevent the construction of 
the pipe line. The obtaining of addi- 
tional gas supply is of major impor- 
tance to the patrons at this time and 
will become even more important as 
gas supply from existing fields be- 
comes depleted. Under these condi- 
tions, we believe that steps to obtain 
adequate supply should be taken, and 
any action which might prevent com- 
pletion of delivery of additional sup- 
ply should be avoided. 
of future con- 
struction in fixing of rates is con- 


The consideration 


trary to the general rule in rate-mak- 


ing practice. However, where the 
facts justify departure from the rule, 
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consideration has been given to future 
construction. 

Re Cities Service Gas Co. (FPC 
1943) 50 PUR NS 65; Re Union 
Grove Teleph. Co. (Wis 1941) 41 
PUR NS 283. 

In Water Users and Taxpayers 
Asso. v. Railroad Commission (1922) 
188 Cal 437, 205 Pac 682, 687, the 
court was concerned with the approval 
of contracts relating to wholesale pur- 
chases where the plant was not yet in 
existence. The question raised was 
whether the California Commission 
had power to determine wholesale rates 
on the basis of properties not in ex- 
istence at the time of such determina- 
tion and when of construction 
could not be known. The court ap- 
proved the action of the Commission 
in approving rates for future purchase 
from plant to be constructed. 

A Federal court considered the ef- 
fect of gas rates in Landon v. Public 
Utilities Commission, PURI917A 
120, 132, 234 Fed 152. This case 
involved present rates but the lan- 
guage of the court appears to be ap- 
plicable when it said, 

“A supply of gas adequate to the 
reasonable needs of the customers of 
the natural gas company for domestic 
lighting, cooking, and heating is the 
real desideratum in this case. With- 
out it no rate will be compensatory. 
The company now has no such sup- 
ply. It cannot get such a supply with- 
out adequate extensions to its pipe 
lines. It can make such extensions 
by the expenditure of a reasonable 
amount of money. It cannot make 
such extensions without such money, 
and it cannot get the money to make 
them without compensatory rates for 
the gas it procures and sells. Any 
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cost 


rate which will not compensate it for 
making the necessary extensions to 
secure such a supply, for paying its 
other necessary expenses of operation 
and a reasonable income on the value 
of its property, is unavoidably con- 
fiscatory, because without these ex- 
tensions it must lose its customers, 
cease its operation, and the value of 
its property must greatly decrease.” 
Nothing in the Public Service Act 
prevents approval for future appli- 
cation of rates based on property which 
will be in existence and used at the 
time the rate is effective. Section 
3883, RCM, 1935, provides that the 
rate charged shall be reasonable and 
just. Section 3884, RCM, 1935, 
states that the Commission shall de- 
termine the value of the property used 
and useful for the convenience of the 
public. In Tobacco River Power Co. 
v. Public Service Commission (1940) 
109 Mont 521, 33 PUR NS 151, 98 
P2d 886; Great Northern Utilities Co. 
v. Public Service Commission, 88 
Mont 180, PUR1930E 134, 293 Pac 
294, and other cases the courts have 
held that the values to be determined 
are the values of the property at the 
time of investigation. These decisions 
commit this Commission to follow a 
policy of determining values on a pres- 
ent fair value basis rather than orig- 
inal cost basis or some other historical 
basis. Neither the statutes nor the 
decisions of this state prevent the ap- 
proval of rates for future application 
based on future conditions. The only 
condition is that the rates be reason- 
able and just considering the value of 
the plant at the time the rates become 
effective. We hold that under a proper 
case, such as is here presented, we 
may approve rates to be applicable after 
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a specific future condition is completed. 
The only time such an application 
would be proper would be when lack 
of advance determination might ad- 
versely affect actual necessary con- 
struction. This is the case in this in- 
stance. 

[5] The condition on which the 
proposed rates become effective is de- 
livery of gas from Wyoming. That 
condition cannot be met until the pipe 
line is constructed. If we were decid- 
ing this case at the time of comple- 
tion of the pipe line, we would be de- 
ciding on the same evidence now be- 
fore us with the single exception that 
certain costs of construction could be 
specifically stated and that 1949 op- 
erating revenues and expenses would 
be available for consideration. Evi- 
dence offered shows that revenues to 
October 1, 1950, will be substantially 
the same as 1948 figures. Operating 
expenses will likewise remain in the 
same general level and, if anything, 
will exceed 1948 figures because of a 


wage increase granted January 1, 
1949. Values of plant will remain 


approximately the same with capital 
addition equaling or exceeding de- 
preciation charges. The costs of gas 
from all fields can be determined with 
certainty from past use of gas and the 
contract price on Wyoming gas is de- 
termined. The valuation of the new 
pipe line will not become a part of the 
rate base of the Montana-Dakota but 
the annual rental, now determined, 
will hecome an operating cost. We 
would still be required to estimate 
future use of gas, effect of proposed 
rates, and portions of operating ex- 
pense at the time of any hearing. 
Estimates as to future costs and 
revenues are satisfactory if based on 
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adequate factual foundation. Evidence 
in rate cases always depends on esti- 
mates for a reasonble period in the 
future. Atlantic City Sewerage Co. v. 
Public Utility Comrs. (1942) 128 
NJL 359, 44 PUR NS 50, 26 A2d 
71; McCardle v. Indianapolis Water 
Co. 272 US 400, 71 L ed 316, PUR 
1927A 15, 47 S Ct 144. 

The evidence as to future estimates 
presented in this case appears to be 
based on adequate foundation and is 
accepted. The evidence is not open to 
objection that it is based on specula- 
tion or conjecture. If actual figures 
between and October, 1950, 
should be materially changed for any 
reason, appropriate action may be tak- 
en to make such revision as may be 
necessary. 


now 


We have reviewed the evidence as 
to value of plant and rate of return 
earned by the company in 1948 on the 
various methods. The evidence shows 
that there will be no material change 
between now and October, 1950. It 
is sufficient to state that the present 
rates of return are not excessive, and 
that the evidence does not disclose 
that an unreasonable return will re- 
sult from such proposed rates. We 
do point out that the decisions of the 
Montana supreme court have found 
that the value to be determined under 
§ 3884, RCM, 1935, is the “present 
fair value’ as distinguished from 
“original cost.” Tobacco River Pow- 
er Co. v. Public Service Commission, 
supra. 

[6] One objection to the proposed 
increases which was indicated by the 
record is that it was applied on a 
basis of the unit cost instead of on a 
percentage The increase in 
Montana amounts generally to 17 per 
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cent of present rates. The company 
proposal is to increase on a unit basis. 
Evidence introduced shows that the 
average cost of gas per m. c. f. will 
increase 10.7932 cents. The increase 
asked for is 10 cents per m. c. f. The 
14 cents per m. c. f. increase, where 
Wyoming gas is used, is considered 
equivalent to 10 cents increase in pres- 
ent Baker-Bowdoin gas. The com- 
pany stated the commercial and in- 
dustrial rates were low in comparison 
to the domestic rate and this method 
of increase, while preserving the ad- 
vantage to large users, more nearly 
equalizes the rates. A 17 per cent 
increase on the present 75-cent rate 
for the first 3,000 cubic feet at Nashua 
would amount to 12.75 cents whereas 
the proposal is 10 cents. An industrial 
user increased 17 per cent would pay 
3.4 cents on the lowest bracket where- 
as the proposal is 10 cents. This 
example shows that a percentage in- 
crease would penalize the small user 
and further increase the advantage 
the large user now has. An increase 
based on the average cost per m. c. f. 
increases in direct proportion to the 
amount of use and appears to be rea- 
sonable and just. 

[7] A second objection was made 
to the increase being applied to the 
communities north of the Missouri 
river when the new gas will not be 
delivered to those points. The rea- 
sons advanced by the company for 
making the rates applicable north of 
the river are (1) that the system is 
operated as a unit and advantages to 
one part are advantages to the whole; 
(2) that if the Worland gas is not re- 
ceived, costs of production in the 
Baker-Bowdoin field will greatly in- 
crease and such increases would be 
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applicable to the system; and (3) that 
the Worland gas will eliminate the 
need for restrictions now existing on 
all parts of the system. It is true 
that the Wyoming gas will not be 
used north of the Missouri river but 
the reasons advanced by the company 
appear justified. 

An examination of the results, were 
we to hold that the system should 
now be operated as two units, dem- 
onstrates the reasonableness of con- 
tinuing to treat the system as a unit 
and making the increase applicable 
on the basis applied for. Cost of pro- 
duction in the Baker-Bowdoin field 
when Worland gas is received will in- 
crease from 9.5694 cents per m. c. f. 
to 13.7415 cents per m. c. f. or 4.1721 
cents per m. c. f. This increase will 
arise because of the decreased pro- 
duction from the field. The Worland 
gas will cost 28.3487 cents per m. c. f. 
or 18.7793 cents additional. Were 
we to separate the system into two 
units for the purpose of the rate in- 
creases, it would mean that the rate in 
one area would be increased 4.1721 
cents per m.c.f. while the other would 
be increased 18.7793 cents per m.c.f. 
All parts of the system would, how- 
ever, be enjoying the same advan- 
tages of unlimited availability of gas 
by reason of the added supply. As 
against this, the increase on present 
quality gas is 10 cents per m.c.f. 
The increases are applied fairly and 
equitably and the resultant rates 
will be fair and just at the time 
they are put into application. 

This Commission does not have ju- 
risdiction over the financial structure 
of the pipe-line company. However, 
the company explained that the rea- 
son for organization of the separate 
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company was that the Montana-Da- 
kota, under its present mortgage terms, 
could not finance the construction. It 
was positively stated that no adverse 
effect will result to the ratepayer. The 
rentals will pay a rate of return of 6 
per cent, depreciation, income taxes 
and operating expenses. We have re- 
frained from fixing a fair rate of re- 
turn on utility property, and our ap- 
proval of these rates is not now to be 
taken as approving 6 per cent or any 
other rate as a fair rate of return. 
However, if Montana-Dakota built 
the pipe line, it would be entitled to 
a fair rate of return, depreciation, in- 
come taxes, and operating expense. 
The rental contract does not provide 
for anything the utility would not be 
entitled to if it constructed the plant. 
Payment of dividends to stockholders 
is paid from the profits and is limited 
by the fair rate of return. 


Future Action of the Commission 
Relating to These Rates 
From our comments above it is 
clear that we fully recognize that actual 
development and construction costs 
may vary from the estimates given. 
We also recognize that changes in 
methods of operation, economic con- 
ditions, and other factors may change 
between now and the time gas is ac- 
tually delivered. As we said above, we 
believe the obtaining of additional gas 
supply is to the material advantage of 
all users or potential users in the area 
affected by insuring an adequate sup- 
ply of gas for unlimited use during 
the next forty or fifty years. Failure 
to obtain additional gas would mean 
probable continuation of restrictions 
on use and an earlier depletion of gas 
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supply, probably in less than twenty 
years. 

The proposed rate does not become 
effective until after gas is delivered 
from the Wyoming field. The rea- 
sonableness of the rate will, of course, 
depend on actual conditions at that 
time. If changes in conditions vary 
from the estimates made, such changes 
might affect the reasonableness of the 
rates. The company testified that in 
negotiating for sale of bonds and loans 
to finance the projected systems, cer- 
tain representations were made by the 
company, and if those representations 
are not supported by approval of rates 
which will raise the necessary reve- 
nues, negotiations may not be com- 
pleted. Were we to refuse approval 
of rates at this time, it might result 
in the failure to obtain capital and 
prevent the obtaining of gas from 
Wyoming. Because we believe the ob- 
taining of this gas is essential to the 
area served, we approve the rates, 
which on the record appear to be fair, 
reasonable, and justified. 

[8] This Commission has continu- 
ing jurisdiction over utilities. It may at 
any time, either on its own motion or 
on complaint by the users or the utili- 
ty determine the reasonableness of the 
rates and make such changes as are 
just and reasonable. (Sections 3888, 
3889, RCM, 1935.) Prior to the time 
the rates become effective the Com- 
mission will have an investigation of 
the books and records of the company 
made by its staff to determine whether 
there has been any change in condi- 
tions affecting the rates. This investi- 
gation will include investigation as 
to the company’s income and operat- 
ing expenses, the terms and conditions 
of the rental agreement with the pipe- 
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line company, construction costs of 
new plant including the pipe line, and 
any other matters relating to the gas 
rates. If the Commission feels it 
proper, hearings on the rates will be 
set, and if any hearing is set it will 
be set at Glasgow. 

From the evidence for the reasons 
stated above, the Commission makes 
the following 

Findings of Fact 

1. The Montana-Dakota Utilities 
Company is a public utility com- 
pany furnishing natural gas service 
to 19 communities in Eastern Mon- 
tana through its Baker-Bowdoin 
system. 

2. The supply of gas available from 
its fields now serving the system is 
insufficient to furnish unlimited gas 
service to the area served for a suff- 
cient time to consider the supply ade- 
quate, and in order to furnish adequate 
gas supply for the future it is neces- 
sary that additional gas supply be ac- 
quired. 

3. The company is negotiating to 
purchase additional gas from the Wor- 
land Wyoming field which will sta- 
bilize the gas supply to the Baker- 
Bowdoin system. If the purchase is 


completed, the average increase in 
cost of gas per m.c. f. will be 10.7932 
cents, which increase in costs will have 
to be compensated for, by increased 
rates effective with delivery of gas 
from Wyoming. 

4. The Baker-Bowdoin system is 
operated as a system and the benefits 
derived from additional gas will be 
applicable to all parts of the system. 

5. That the proposed rates will, on 
the basis of existing conditions and 
estimates, be fair, reasonable, and just 
for application on the 16th day after 
Wyoming gas is delivered to the Bak- 
er-Bowdoin system on or about Oc- 


tober 1, 1950. 


Conclusions of Law 


The Board concludes as a matter of 
law that the gas rates for application 
on the 16th day after Worland Wy- 
oming gas is delivered to the Baker- 
Bowdoin system, in accordance with 
the application, should be approved. 

The foregoing order [order omit- 
ted] was adopted by the Public Serv- 
ice Commission of Montana. Chair- 
man Middleton and Commissioner 
Smith voting for the order ; Commis- 
sioner Casey voting to deny the ap- 
plication for increases in its entirety. 
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Re Momarc Utilities Corporation 


Case No. 1809 
July 7, 1949 


PPLICATION by gas utility for approval of higher rates; de- 
[ \ nied. 


Valuation, § 67 — Replacement value estimate. 
1. A statement of total replacement value of physical equipment of a gas 
utility’s distribution system cannot be accepted as any indication of the rate 
base when it does not include the production facilities, p. 54. 

Valuation, § 85 — Accrued depreciation — Necessity of deduction. 
2. An estimate of replacement value of property cannot be accepted as any 
indication of the rate base where it does not make allowance for accrued 
depreciation of the property, in many instances extremely old, p. 54. 

Valuation, § 27 — “Sale value” computation — Number of meters. 
3. No weight can be given to such a speculative figure as “sale value” com- 
puted by means of multiplying the number of gas meters by $200 each, in 
determining a rate base, p. 54. 

Valuation, § 36 — Rate base determination — Investment — Capitalization. 
4. An amount representing capitalization of a gas utility and treated as 
total investment, with an allowance for working capital, was used as the 
rate base in the absence of other reliable data, p. 54. 


Valuation, § 407 — Burden of proof. 
5. A public utility company seeking higher rates has the burden of proof 
to show the amount of rate base, p. 54. 


Expenses, § 12 — Unusual items — Amortization. 
6. Unusual items of expense should be amortized over a reasonable period 
of years under the provisions of the Uniform System of Accounts, and even 
if the system of accounts did not so provide it would be necessary to make 
some adjustment of nonrecurring items for regulatory purposes, p. 56. 


Expenses, § 136 — Natural gas company — Drilling dry hole — Amortization. 
7. The cost to a gas utility of drilling a dry hole was required to be 
amortized over a period of five years, where such expense had occurred 
only once during the last five years, p. 56. 

Expenses, § 104 — Management, superintendence, and office help — Small utilities. 
8. A charge of $6,000 annually for management, superintendence, and office 
help in the case of a gas utility having only 450 customers was held to be 
unreasonable, and an allowance of $300 a month was held to be sufficient 
under the circumstances, where the owner of the company did not devote 
all of his time to the operation of the utility, p. 56. 
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Expenses, § 57 — Interest. 


9. Interest paid by a public utility company is not a proper charge to oper- 


ating expense, p. 56. 


Depreciation, § 66 — Natural gas utility. 


10. A gas utility engaged in the distribution of natural gas and also oper- 
ating a production system was allowed 34 per cent of plant as shown on 
the books of the company for depreciation expense, p. 56. 


Return, § 101 — Natural gas utility. 


11. No increase in rates was allowed a company, engaged in the distribu- 
tion of natural gas and operating a production system, where the return 
under present rates was 6.14 per cent, p. 57. 


By the Commisston: The Momarce 
Utilities Corporation, a Kentucky cor- 
poration, filed an application on the 
24th day of January, 1949, seeking au- 
thority to increase its rates for gas 
service rendered in the city of Salyers- 
ville, Magoffin county, Kentucky, and 
environs. Salyersville is a city of the 
sixth class and the applicant has ap- 
proximately 450 customers in this, the 
only, community in which it operates. 
On the 25th day of March, 1949, cer- 
tain citizens of the city of Salyersville 
filed a protest to the company’s pro- 
posed rates and also complained of the 
poor quality of service. A public hear- 
ing was held on the Ist day of March, 
1949, in the Commission’s offices at 
Frankfort, Kentucky, at which time 
and place several of the protestants 
appeared in person and certain oth- 
ers were represented by the local of- 
ficials. 

The company is not only engaged 
in the distribution of natural gas but 
also operates a production system ; the 
latter was acquired in 1940 from Ken- 
tucky West Virginia Gas Company. 
The wells had been drilled in 1920, 
1921, and 1922. Since the acquisi- 
tion of the production properties the 
applicant has drilled a few additional 
wells but the uncontradicted evidence 
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in the case indicates that there is an 
insufficient supply of natural gas in 
the applicant’s gas fields which re- 
sults in unsatisfactory service. It is 
not unusual for a gas company to op- 
erate both production and distribution 
gas facilities; however, the situation 
here is novel in that the applicant is 
a small corporation and is made com- 
plex by reason of two principal facts. 
Firstly, the promoters and principal 
stockholders of the applicant corpora- 
tion realized a very substantial profit 
in the sale of the production system 
which it acquired from Kentucky West 
Virginia Gas Company and then sold 
to the corporation which they con- 
trolled. Secondly, the books of ac- 
count of this small company have not 
been kept in strict conformity with 
the Uniform System of Accounts Pre- 
scribed for Natural Gas Utilities. 


The Rate Base 


[1-5] Mr. Albert K. Moore, presi- 
dent of the applicant corporation, in- 
troduced Exhibit B which stated 
“Total Replacement Value Physical 
Equipment Distribution System” at 
$57,885. This figure cannot be ac- 
cepted as any indication of the rate 
base of the company because on the 
one hand it does not include the pro- 
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duction facilities and on the other hand 
it does not make allowance for accrued 
depreciation of the properties which 
in many instances are extremely old. 
The same exhibit states a “‘sale value” 
of $90,200. This computation was 
made on one line of the exhibit by 
means of multiplying 451 meters by 
$200 each. Obviously, no weight can 
be given such a speculative figure. The 
third approach to a rate base is total 
investment of $42,000 which also ap- 
pears on Exhibit B. This amount 
represents the entire capitalization of 
the company which owns and operates 
both the production and the distribu- 
tion facilities 

The verified annual report of the ap- 
plicant, covering its operations for the 
calendar year 1948, which was filed 
with the Commission on the 21st day 
of February, 1949, and which was re- 
ferred to in the course of the hearing, 
states the total operating property, as 
of December 31, 1948, at $40,061.11. 
No materials and supplies were listed 
either in the report or on the compa- 
ny’s exhibits in the proceedings. 
Therefore, it appears that if an allow- 
ance of some $2,000 is made for cash 
working capital a rate base derivable 
from the annual report would be ap- 
proximately $42,000. This amount is 
the same as the total investment 
amount of $42,000 to which reference 
has already been made. Therefore, in 
the absence of additional evidence in 
this case from which to determine a 
rate base we are inclined to use $42,- 
000 as the rate base figure. 

We realize, of course, that no con- 


sideration has been given to the re- 
placement value or to the sale value 
of the properties but, as previously 
mentioned, no reliable data was pre- 
sented in these respects. The burden 
of proof was on the company. 

The testimony of Mr. Moore indi- 
cates that the plant and the investment 
of the company, as shown on its rec- 
ords, may be overstated for rate case 
purposes. Mr. Moore testified that 
the production properties were pur- 
chased by him and Mr. T. E. Marcum 
for $5,000 and that after spending 
some $7,000 the facilities were then 
sold to the corporation for $25,000. 
Additional stock was issued at that 
time in payment thereof. We, by no 
means, ignore the fact that the cor- 
poration was but the lengthened shad- 
ow of the two individuals who nego- 
tiated this transaction. However, in- 
asmuch as it has been impossible from 
the record to find a rate base by any 
other means we have, for the pres- 
ent, used the book figures. 


Operating Revenues 


Company Exhibit C shows sales for 
the year 1948, in the amount of $17,- 
839.30. No question has been raised 
as to the accuracy of this figure. 


Operating Expenses 


Company Exhibit C, on which the 
company showed its operating ex- 
penses for the year 1948, has been 
adjusted for given below. 
These expenses before and after ad- 
justments are as follows: 


reasons 
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Item 

Supervision and Labor—Distribution ........ 
Supervision and Labor—Production ......... 
Repairs—Distribution 
Repairs—Production 

emOiS—TUMNGIINOIO oc ccc ciscssccsceecces 
Cee WEG BRIE kn ke cccvtccccccvesccass 
General Office Salaries and Expenses ........ 
General Expenses 
Taxes 

Interest 
Depreciation 
Regulatory Commission Expense ...........- 


Totals 


Repairs—Production 
[6,7] Company Exhibit C shows 
this expense account by years as fol- 
lows: 


1946 1947 1948 
$434.73 $149.38 $6,500.29 


1944 1945 
$328.74 $188.71 


Obviously, there was some unusual 
expense in the year 1948. Mr. Moore 
testified that this was due to the drill- 
ing of a dry hole, the cost of which 
was approximately $5,500 in total. 
Under the provisions of the Uniform 
System of Accounts such unusual items 
should be amortized over a reasonable 
period of years. Even if the system 
of accounts did not so provide it would 
be necessary to make some adjustment 
of nonrecurring items for regulatory 
purposes. We believe this expense 
should be amortized over a period of 
five years inasmuch as Exhibit C in- 
dicates that such expense has occurred 
only once during the past five years. 
The result of such amortization was 
to charge $1,100 of the $5,500 expense 
to Repairs—Production for the Year 
1948, leaving an amount of $4,400 
to be amortized over the next four 
years. The adjustment, therefore, to 
this account is $4,400. 
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SERVICE COMMISSION 








Per After 
Company Adjustments Adjustments 
ere $1,217.00 $1,217.00 
haaws 1,230.00 1,230.00 
Mites 1,747.32 1,747.32 
rrr 6,500.29 $4,400.00 2,100.29 
pale 297.21 297.21 
ache 1,346.98 1,346.98 
orien 6,194.65 2,400.00 3,794.65 
coos 1,774.69 1,774.69 
sacha 324.72 324.72 
peace 51.97 51.97 0 
err 2,329.60 927.46 1,402.14 
ere 25.00 25.00 
eee $23,039.43 $7,779.43 $15,260.00 


General Office Salaries and Expenses 


[8] The company has been charg- 
ing $6,000 per year to expense for 
management, superintendence, and of- 
fice help. The company has only some 
450 customers. Its gross revenues in 
1948 were less than $18,000 and its 
total adjusted expenses, excluding 
general office salaries as allowed in 
the amount of $3,600 per annum were 
only $11,660 which includes deprecia- 
tion. Manifestly, the $6,000-expense 
then is unreasonable for rate purposes. 
We feel that an allowance of $300 a 
month is sufficient under the circum- 
stances in this case where the owner 
of the company does not devote all of 
his time to the operation of the utility. 
The adjustment necessary, as shown 
in the adjustments column of the fore- 
going schedule, is $2,400 for the cal- 
endar year 1948. 


Interest 
[9] Interest in the amount of $51.97 
was charged to operating expense. 
This is clearly a below-the-line charge 
and the appropriate adjustment in the 
amount of $51.97 has been made. 


Depreciation 


[10] According to Exhibit C the 
company has made provision for de- 
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preciation in the following amounts 
by the years indicated : 


1944 1945 1946 1947 1948 
$454.45 $1,095.42 $250.00 $1,095.42 $2,329.60 


We see no reason why the deprecia- 
tion expense in the year 1948 should 
be more than double the highest 
amount of any of the preceding four 
years. It is our opinion that an al- 
lowance of $1,402.14 is ample. This 
amount is 34 per cent of plant as shown 
on the books of the company. The 
necessary adjustment, as shown in the 
foregoing schedule, is $927.46. 


Net Operating Income 


Having determined the allowable 
operating expenses to be $15,260, we 
deduct this figure from sales in the 
amount of $17,839.30 and find the 
adjusted net operating income of the 


applicant for the calendar year 1948 
to be $2,579.30. 


Conclusion 


[11] The adjusted net operating 
income of $2,579.30 for the calendar 
year 1948, when applied to the rate 
base of $42,000, results in a rate of 
return of 6.14 per cent. 

After considering all the foregoing 
factors, including the poor quality of 
service being furnished by the appli- 
cant, we are of the opinion and find 
that the proposed increase would re- 
sult in unjust and unreasonable rates 
and will be denied. Further, the pres- 
ent rates of applicant are the just and 
reasonable rates to be charged for the 
gas services rendered by the company. 
An order will be drawn consistent with 
this opinion. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Lynn Gas & Electric Company et al. 


D.P.U. 8341, 8390 
June 29, 1949 


rates authorized. 


I 


NVESTIGATION as to rate proposals filed by gas company; new 


Rates, § 144 — Cost factor — Gas — Low volume customers. 


1. 


New rates were authorized for gas customers using less than 2,000 cubic 


feet of gas per month when it appeared that 57 per cent of the customers 
were in this category and that under existing rate schedules this class of 
customers contributed so little towards meeting the company’s over-all cost 
of service that they were being carried at the expense of other consumers, 


p. 60. 
Return, § 71 — Combined utilities — Gas and electric company. 
2. It is not in accord with sound regulatory practice to permit the gas divi- 


sion of a combination gas and electric company to earn less than a reason- 
able return simply because the earnings of the electric division are such that 
an adequate return is indicated for the over-all operation, p. 61. 


UM 


57 


80 PUR NS 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Rates, § 197 — Combination gas and electric company. 
3. Rates for the electric service and rates for the gas service of a combina- 
tion gas and electric company must be determined for each upon their own 
merits, and the earnings from one type of service should not be used to 
offset the deficiency in earnings of the other, p. 61. 


Return, § 83 — Gas and electric company. 
4. A combination gas and electric company’s return of approximately 5.5 
per cent from its combined operations was considered reasonable, p. 62. 


Return, § 92 — Gas utility. 


5. A combination gas and electric company’s return on net gas plant, plus 
working capital, of approximately 5 per cent was not considered unreason- 


able, p. 62. 


APPEARANCES: John L. Hannon, 
for Lynn Gas and Electric Company ; 
Patrick F. Shanahan, for city of Lynn; 
James W. Santry, Jr., for the town 
of Swampscott; C. Carroll Cunning- 


ham, for the town of Saugus. 


By the DeparTMENT: The Lynn 
Gas and Electric Company, herein- 
after called “the company,” filed with 
the Department on August 12, 1948, 
to become effective September 1, 1948, 
the following new schedules of gas 
rates and charges: 


M.D.P.U. +104, Domestic Gas 
Rate Schedule J 

M.D.P.U. #105, Building Heating 
Rate Schedule K 

M.D.P.U. +106, Commercial and 
Industrial Gas Rate Schedule M 


As the proposed rates and charges 
were increases over those presently in 
effect, the Department, acting on its 
own motion, suspended the schedules 
and deferred their use until July 1, 
1949, unless otherwise ordered. At 
the same time a date was assigned 
for public hearing. Subsequent to the 
original notice of hearing, a petition 
for reduction in the electric rates 
and charges of this company was filed 
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with the Department by the mayor of 
the city of Lynn, acting under § 93 of 
the General Laws, Chap 164. With 
consent of the city solicitor the two 
matters were consolidated and heard 
at the same time. Public hearings on 
both dockets were held October 19, 
1948, and December 1, 1948. 


Description of the Company 


The company is a combination gas 
and electric utility servicing customers 
in Lynn, Swampscott, Saugus, Marble- 
head, Lynnfield, and Peabody. In the 
last three named communities the com- 
pany supplies only gas services. How- 
ever, in Marblehead it sells electricity 
in bulk to the municipal electric light 
plant. 

The company’s entire capitalization 
as of December 31, 1948, was $11,- 
144,731, consisting of $4,095,000 in 
common stock, $6,149,731 in premi- 
ums paid thereon, and $900,000 in 
15-year unsecured 2} per cent notes 
due in 1958. Its surplus account was 
$3,448,933, of which amount $3,034,- 
764 was stated to be invested in plant. 
It supplied a total of 44,434 gas cus- 
tomers and 43,868 electric customers’ 
meters. It had a plant investment de- 
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RE LYNN GAS & ELECTRIC CO. 


voted to gas operations of $6,690,269, 
with a depreciation reserve thereon of 
$2,524,750, or approximately 41.03 
per cent of its depreciable gas prop- 
erty. It had as plant investment devot- 
ed to electric operations $14,834,839 
with a depreciation reserve thereon of 
$4,482,948 representing approximate- 
ly 31.01 per cent of its depreciable 
electric property. 


Previous Proceedings 


The company was last previously be- 
fore this Department in D.P.U. 7642 
and an order in that proceeding was 
issued on May 19, 1947, 70 PUR NS 
22, 23, permitting the company to ad- 
just its gas rates on June 1, 1947. 
It was estimated at that time that such 
change in rates would not materially 
affect the company’s annual over-all 
gross revenues as electric rates were 
correspondingly reduced, and we stat- 
ed that the proceedings “constitute a 


readjustment of rates as between its 
classes of customers and do not rep- 
resent an increase in earnings to the 
company.” The electric rates as filed 
by the company provided for a de- 
crease of $158,000 in annual revenues. 
By Department order there was a fur- 
ther decrease which resulted in total 
reductions of $214,000. In the pres- 
ent proceedings the company contends 
that the desired effect of the prior ad- 
justments was not achieved; that, as a 
matter of fact, they were practically 
nullified by continued increased costs 
of operation; and that, therefore, it 
has found it necessary to file the in- 
creased rates and charges under in- 
vestigation in these proceedings. 


Gas Operations 


Pertinent data relating to the gas 
operations of this company for the 
past five years is summarized as fol- 
lows: 


1944 1945 1946 1947 1948 

Operating Revenue ........ $1,472,070 $1,488,029 $1,539,078 $1,818,317 $2,127,459 
Operating Expenses (incl. 

Depreciation) ............ 912,933 1,014,535 1,077,531 1,496,342 1,785,826 
Net Earnings for Interest 

and Dividends ........... 229,462 189,422 186,067 84,056 70,391 
BEA. SS. BOO cdcecccsss 1,368,176 1,374,473 1,416,469 1,571,432 1,644,614 
Return on Net Plant ...... 6.34% 5.33% 5.18% 2.25% 1.69% . 


It thus appears that while the com- 
pany’s revenues increased during this 
period, its operating expenses increased 
to such an extent that the net earn- 
ings available for interest and divi- 
dends reached a point in 1948 where 
its return on net gas plant was under 
2 per cent. It further appears that, 
despite the estimated annual increase 
in revenue of $176,000 that the com- 
pany received as a result of the in- 
crease in gas rates granted in D.P.U. 
7642 effective June 1, 1947, the net 


earnings from gas operations were 
less in 1948 than in 1947. 


In the present proceedings the com- 
pany presented evidence that the pro- 
posed new rates would not increase 
the charges to any one of its custom- 
ers more than 25 per cent and that 
they would produce an increase in its 
annual revenue of $307,436. 
Evidence was also presented indicating 
that the total increased expenses for 
payroll, pensions, taxes (exclusive of 
Federal income taxes), and cost of oil 


gross 
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and coal would show increase in the 
gas department expenses in 1948 of 
$388,786 over 1947. 


The Proposed New Gas Rates 


[1] The company testified that 57 
per cent of its domestic gas customers 
use less than 2,000 cubic feet of gas 
per month and under the existing rate 
schedule this class of customers con- 
tributed so little toward meeting over- 
all cost of service that these customers 
were being carried at the expense of 
the other consumers of gas. This con- 
clusion was based on the cost studies 
made by the company and referred to 
in our findings in D.P.U. 7642, supra. 

The new rate schedules are designed 
to correct this situation and to provide 
that this class of customers shall more 
nearly bear its proportionate share 
of the total cost of service. The cost 
studies which were used as the basis 
of the analysis were made in 1945. 
Since costs of operation have greatly 
increased subsequent to that time, a 
further upward readjustment in rates 
is found now to be necessary. A com- 
parison of the present and proposed 
gas rates is as follows: 


Domestic—Schedule J 


Present—M.D.P.U. No. 95 
First 200 c.f. or less per mo. .. $1.00 


Next 1,800 “ a -- 1.10/M 
Next 5,500 “ @ .. .55/M 
Over 7,500 “ @a ..  .48/M 


Proposed—M.D.P.U. No. 104 
First 100 c.f. or less per mo. .. $1.10 


Next 2,400 “ @ .. 145/M 
Next 5,000 “ @ be .95/M 
Over 7,500 “ @ .. .88/M 


Building Heating—Schedule K 
Present—M.D.P.U. No. 96 


First 200 c.f. or less per mo. $1.00 

Next 1,800 “ a 1.10/M 
Next 8,000 “ @ 55/M 
Over 10,000 “ @ 48/M 
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Proposed—M.D.P.U. No. 105 


First 100 c.f. or less per mo. $1.10 

Next 2,400 “ @ 1.45/M 
Next 7,500 “ @ .95/M 
Over 10,000 “ @ .90/M 


Commercial—Industrial—Schedule M 
Present M.D.P.U. No. 97 


First 200 c.f. or less per mo. $1.00 

Next 4,800 “ @ 1.10/M 
Next 45,000 “ @ .75/M 
Next 50,000 “ @ .62/M 
Over 100,000 “ @ .46/M 

Proposed—M.D.P.U. No. 106 

First 100 c.f. or less per mo. $1.10 

Next 14,900 “ @ 1.45/M 
Next 40,000 “ @ 1.20/M 
Next 70,000 “ @ 1.05/M 
Over 125,000 “ @ .90/M 


At the time the new rate schedules 
were filed with the Department, they 
were designed to include the then exist- 
ing fuel surcharge in the base rate. 
As of June 1, 1948, this was 30 cents 
per thousand cubic feet and had the 
rates become effective on that date no 
fuel surcharge would have been shown 
on customer billings. 

On June 13, 1949, the company 
closed down its coal gas plant and 
thereafter has confined its activities 
to the manufacture of water gas. Such 
a change in its method of manufac- 
turing gas must be taken into con- 
sideration in these proceedings and 
certain adjustments made in the pro- 
posed rate schedules and the fuel sur- 
charge provision. Oil prices have 
been reduced and we are of the opin- 
ion that all gas rates of the company 
should be adjusted to provide for the 
changed situation. If adjustment is 
made only in the fuel surcharge provi- 
sion and if fuel prices continue to de- 
crease, an unsound rate structure could 
result unless proper cognizance is tak- 
en of this situation. 

We are of the opinion that the pro- 
posed rate schedules should be dis- 
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allowed and that new rate schedules 
should be filed which will provide: 

(1) A new fuel surcharge showing 
a base cost of 34 mills per hundred 
cubic feet and providing for charges 
or credits on customer billings above 
or below that base. 

(2) A reduction in all steps of the 
rate schedules as proposed, except the 
first step, by 9 cents per thousand cu- 
bic feet. 

This change would not affect the 
proposed revenues of the company and 
would not materially reduce any cus- 
tomer charges. It would, however, as 
stated before, produce a more realistic 
rate structure and one which is more 
nearly in accord with current fuel 
costs. There would be, under this 
change, a small initial fuel surcharge 
which would be eventually eliminated 
if current oil prices continue in effect 
or are further reduced. 

[2,3] In passing on the rates of a 
combination gas and electric company 
the question always arises as to the 
over-all earnings of the company. It is 
frequently argued that if such over-all 
earnings are adequate, no increase in 
gas rates should be permitted, even 
though the earnings of the gas divi- 
sion are inadequate. It is, however, 
not in accordance with sound regula- 
tory practice to permit the gas division 
of a combination company to earn less 
than a reasonable return simply be- 
cause the earnings of the electric di- 
vision are such that an adequate re- 
turn is indicated for the over-all opera- 
tion. There is ample authority that 
the rates for electric service and rates 
for gas service must be determined on 
their own merits and that the earnings 
from one type of service should not be 
used to offset the deficiency in earn- 
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ings of the other service. Municipal 
Gas Co. v. Public Service Commission, 
225 NY 89, PUR1919C 364, 121 NE 
772; see also Case 12455, Re Con- 
solidated Edison Co. (NY 1948) 78 
PUR NS 221. This Department has 
so held in the case of this and other 
combination companies. See Re Lynn 
Gas & E. Co. (1947) D.P.U. 7642, 70 
PUR NS 22; Re Lawrence Gas Co. 
PURI915A 814 and there are numer- 
ous decisions to the same effect in 
other jurisdictions. 


Electric Operations 


As part of our investigation we re- 
quested the company to submit to the 
Department an estimated pro forma 
income statement for the year 1949 
with respect to its electric operations. 
The estimates for the year 1949 are 
based on the actual 1948 figures ad- 
justed to show the effect upon the 
electric earnings of the cancellation 
of an important contract with Gen- 
eral Electric Company and also to re- 
flect the increases in payrolls, pensions, 
and taxes. Such adjusted income 
statement for the year 1949 indi- 
cates that the net operating income of 
the electric department will be approx- 
imately $80,000 less in 1949 than in 
1948. The company’s electric plant, 
less depreciation reserve, plus working 
capital (current assets less current lia- 
bilities) as of April 30, 1949, appears 
to be $10,700,025. The net operat- 
ing income of the electric department 
for the year 1949, estimated at $614,- 
352, would result in a return on this 
rate base of approximately 5.74 per 





1 These increases are as follows: 


ee ee $98,400 
EE cuba caeu wan dice 3,288 
ME canncachunssaerenciw 32,158 
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cent. Such a return is not excessive 
and we, therefore, find on the evidence, 
that no reduction in the electric rates 
of this company should be ordered at 
this time. 
Findings 

[4,5] The company had invested 
in combined gas and electric plant less 
depreciation reserve and plus working 
capital, an amount of $15,093,375 as 
of April 30, 1949. Net revenues re- 
sulting from the proposed increase in 
gas rates, together with the net reve- 
nue reasonably expected to result from 
the company’s electric operations, will 
provide a return on the combined op- 
erations of approximately 5.5 per cent. 
We believe that such a return is fair 
and reasonably necessary if the compa- 
ny is to continue rendering adequate 
service to its gas and electric custom- 
ers. We also find that the proposed 
increased gas rates will allow a return 
on net gas plant plus working capital 
of approximately 5 per cent which un- 
der all the circumstances of this case 
is not unreasonable. 


Orders 


Accordingly, after due notice, pub- 
lic hearing, investigation, and consid- 
eration, it is 

Ordered: That the schedule of gas 
rates and charges filed by the Lynn 


Gas and Electric Company on August 
12, 1948, to become effective Septem- 
ber 1, 1948, and designated as M.D. 
P.U. Nos. 104, 105, and 106 be and 
the same are hereby disallowed. 

And it is 

Further ordered: That the Lynn 
Gas and Electric Company file with 
the Department new schedules of gas 
rates to become effective July 1, 1949, 
which shall be the same as the disal- 
lowed schedules except for the follow- 
ing : 
(1) A new fuel surcharge provision 
showing a fuel surcharge base of 34 
mills per hundred cubic feet and using 
for such purpose the cost of fuel and 
oil less residual credits as shown in 
accounts G609A, G612, G613, and 
G624 as established by this Depart- 
ment. 

(2) Reduce the steps of all disal- 
lowed rate schedules except the ini- 
tial step, by 9 cents per thousand cu- 
bic feet. 

And it is 

Further ordered: That the peti- 
tion of the mayor of the city of Lynn 
D.P.U. 8390 be and the same is here- 
by dismissed. 

And it is 

Further ordered: That the Depart- 
ment’s investigation in D.P.U. 8341 
be and the same is hereby closed. 
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YORK PUBLIC SERVICE COMMISSION 


Re New York & Richmond Gas 


Company 


Case 14348 
July 13, 1949 


ROCEEDING involving amortization of expense of changeover 
to natural gas; period of amortization determined. 


Expenses, § 25 — Changeover to natural gas — Amortization. 
The period of amortization of the expense of changing over from manu- 
factured to natural gas service should not exceed the life of securities issued 
to finance the change-over, and the period should be at least three years. 


APPEARANCES: Sherman C. Ward, 
Acting Counsel (by Raymond J. Mc- 
Veigh, Assistant Counsel), for the 
Public Service Commission ; Whitman, 
Ransom, Coulson & Goetz (by Colley 
E. Williams, Cameron F. MacRae, 
and Henry F. Lippitt II), New York 
city, Attorneys for New York and 
Richmond Gas Company; John P. 
McGrath, Corporation Counsel (by 
Arthur J. Goldsmith, Assistant Cor- 
poration Counsel), New York city, 
for the city of New York. 

By the Commission: While we 
have previously indicated that we will 
permit the amortization of the so- 
called changeover expenses over a pe- 
riod of years, it seems desirable in 
connection with the proposed financ- 
ing to make the period of such amor- 
tization more certain. 

We have previously indicated in 
Case 12485 involving the Central 
New York Power Corporation that 
the circumstances in individual cases 


would govern the period of amortiza- 
tion. One consideration is the ex- 
tent and degree of savings to custom- 
ers by reason of the introduction of 
natural gas. Until the rates of the 
company are finally determined we do 
not know what the saving will be al- 
though the company has testified that 
it will be substantial. For that rea- 
son the final period cannot be deter- 
mined at this time. However, the 
Commission is of the opinion that 
the period of amortization should not 
exceed the life of the securities which 
are issued to finance the changeover, 
and the period should be at least three 
years. 


The order should be amended by 
providing that change-over costs can 
be amortized over a period not to ex- 
ceed six and one-half years or such 
shorter period as the Commission may 
determine, but in no event less than 
three years. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Crystal Telephone Company 


T-250-49.2 
June 24, 1949 


APPLICATION for authority to file rural line extension plan; 


granted. 


Service, § 209 — Extensions — Customer contribution — Rural telephones. 
A telephone company was permitted to file a rule providing that it would 
furnish 2/10 of a mile of pole line construction to reach a new rural cus- 
tomer located in its exchange service area, extensions in excess of 2/10 of 
a mile to be paid for by the customer upon the basis of the current average 
cost of construction as filed by the company with the Commission. 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 24th day of June, 
A. D. 1949. 


Extension Rules and Regulations 


An application was filed June 16, 
1949, by the Crystal Telephone Com- 
pany requesting authority to file a 
rural line extension plan as a part of 
its Tariff M.P.S.C. No. 1. 

At the present time, the Crystal 
Telephone Company does not have on 
file a plan under which applicants for 
rural line service requiring the con- 
struction of pole line facilities will be 
provided with service, the customer 
contributing the cost of the required 
extension in excess of a_ specified 
allowance. 

Briefly, the proposed plan of the 
Crystal Telephone Company is that 
the telephone company will furnish 
yo of a mile of pole line construction 


to reach a new rural customer located 
in its exchange service area. Exten- 
sions in excess of 75 of a mile are to 
be paid for by the customer upon the 
basis of the current average cost of 
construction .as filed by the Crystal 
Telephone Company with the Com- 
mission. 

The Commission has _ considered 
the matter carefully and being fully 
advised finds that the plan proposed 
by the Crystal Telephone Company is 
equitable and should be filed as a part 
of its Tariff M.P.S.C. No. 1. 

Therefore, it is ordered that the 
Crystal Telephone Company is au- 
thorized to prepare and file as a part 
of its Tariff M.P.S.C. No. 1, general 
rules and regulations relating to ex- 
tensions of rural line service in sub- 
stantially the same form as attached 
to the application filed in this matter, 
together with a statement of the aver- 
age current cost of construction of a 
mile of rural telephone line. 
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Sherman Products Introduces 
Heavy-Duty Digger 


A VERSATILE power digger—tractor powered 
and hydraulically operated—that is de- 
signed especially to fill the gap between expen- 
sive hand labor and existing costly excavating 
equipment, was introduced recently by 
Sherman Products, Inc. 

George B. Sherman, president of Sherman 

Products, Inc., Royal Oak (Mich.) manufac- 
turers, who have exclusive sales and distribu- 
tion rights, described the unit as a heavy-duty 
digger that is light-weight and easy to move. 
He said it can do the work of 10 or more men 
working with hand shovels and picks. It is 
easily used to dig ditches, septic tank holes, 
footings, culverts, drains, etc., and is ideal, he 
said, for underground utility ‘repair work and 
for working in tight places. 


Taylor Forge Issues Bulletin 
On “Corrosion Service Piping” 
"Ts LOR Force bulletin 485, “Corrosion Serv- 


ice Piping,” is a comprehensive treatment 

on stainless steel and nickel alloy anti-corrosion 
and anti-contamination piping. Economics, 
standards, advantages of welding, extensive 
technical ‘data, design tips, and complete di- 
mensional information on stainless fittings and 
flanges are included in the 32- page bulletin. 

The bulletin is particularly interesting and 
valuable at this time as the American Standard 
for Stainless Steel Pipe, ASA B36.19-49, has 
just been adopted by the American Standards 
Association. Bulletin 485 was prepared with 
B36.19 as its basis and it contains a compre- 
hensive discussion and explanation of the 
importance of this standard. 

Copies of the bulletin are available from 
Taylor Forge & Pipe Works, P. O. Box 485, 
Chicago 90. 


Catalytic Cracking Plants 
Convert to Base Load Operation 


‘Tmt catalytic cracking plants built for 
the U.G.I. system by Surface Combustion 
Corporation, Toledo, as peak load shaving 
plants are being converted for service this 
winter as base load plants. 

The plants at Harrisburg and Reading were 
originally constructed to employ a variety of 
feedstocks including butane, propane, straight 
run gasoline, and casing head gasoline with 
provision being made for their eventual con- 
version to natural gas. These plants were com- 
pleted in time to meet the peak load require- 
ments for the winter of 1948-49. The Allentown 
plant has just been completed and is scheduled 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





for immediate adaptation to natural gas base 
load operation. 

With the advent of natural gas to the 
Harrisburg-Allentown-Reading area, the three 
local gas utilities (Consumers Gas Company, 
Harrisburg Gas Company and Allentown- 
Bethlehem Gas Company) have decided to 
employ their three catalytic cracking plants in 
these locations for the conversion of natural 
gas to coke oven gas as a base load operation. 
Surface Combustion Corporation, who con- 
structed these plants for peak load service, 
has been engaged to effect the conversion to 
base load operations. The reformed gas pro- 
duced in the catalytic units will be completely 
interchangeable with the coke oven gas 
regularly supplied by the utilities. 

Conversion of all three plants to base load 
operation in reforming natural gas to coke oven 
gas replacement is scheduled for completion by 
December 1, 1949. 


Elliott Company Acquires 
Crocker-Wheeler 


HE acquisition recently, by Elliott Com- 

pany, of the business and assets of the 
Crocker-Wheeler Division of Joshua Hendy 
Corporation has been announced by Grant B. 
Shipley, chairman of the board of the Elliott 
Company, Jeannette, Pennsylvania. 

Elliott Company, whose president is W. A. 
Elliott, was organized in 1901 and is a leading 
builder of steam, power, and electric equip- 
ment for process plants. With the addition 
of the Crocker-Wheeler Division, Elliott Com- 
pany now has a complete line of a-c and d-c 
motors ranging in size from one horsepower 
up to 25,000 horsepower. Formerly the Elliott 
Company’ s line of equipment did not include 
motors under 200 horsepower. 

The Crocker-Wheeler Division of Elliott 
Company will continue to operate under its 
previous management with Charles A. Butcher 
as general manager. Mr. Butcher has also been 
elected a vice president of Elliott Company. 


SKF Names Ogle Head 
Of Industrial Sales 


fgrenreuane of Emerson D. Ogle as man- 
ager of the industrial sales department of 
SKF Industries, Inc., was announced recently 
by R. R. Zisette, general sales manager of the 
ball and roller bearing firm. 

He succeeds C. D. Cummings, who has 
resigned. Mr. Ogle joined SKF in 1937 as an 
engineer trainee. He served two years as field 
engineer in the Buffalo sales office and for the 
last two years has been manager of the auto- 
motive and electrical section of the industrial 
department, 


Mention the FortnicHtTLy—It identifies your inquiry 
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This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 


498,081 Shares 
American Gas and Electric Company 


Common Stock 
Par Value $10 per Share 


Transferable Subscription Warrants evidencing rights to subscribe for these shares 
have been issued by the Company to holders of its Common Stock, which Warrants 
expire at 3 o’clock P.M., Eastern Standard Time, on October 24, 1949, as is more 
fully set forth in the Prospectus. Any shares which shall not be subscribed 
for may hereafter be offered by the underwriters as set forth in the Prospectus. 


Subscription Price to Warrant Holders 


$44.75 per share 


Copies of the Prospectus may be obtained from such of the several underwriters, including 
the undersigned, as may legally offer these securities in compliance with 
the securities laws of the respective States. 





Union Securities Corporation 


W. C. Langley & Co. Lehman Brothers 
Merrill Lynch, Pierce, Fenner & Beane s.< Allyn and Company 
A. G. Becker & Co. Equitable Securities Corporation 
Carl M. Loeb, Rhoades & Co. Stroud & Company 


October 10, 1949. 
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These Ga a Coal! 
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Illustration taken on property of Consolidated Coal Co. 


Modern mine machinery is a 20th century marvel, 
and it’s just good business to put its care in the 
hands of first-class mechanics and machinists. And 
good machine shops cost money, a lot of it. For 
instance, the one shown above, with its equipment, 
cost $150,000. It serves but a single mining opera- 
tion. 

Expenditures like this are necessary in modern 
coal mining, because today miners rarely touch pick 
Instead, their hands operate the con- 
trols of machines. The “heavy work” is done by 
mechanized horsepower. A cutting machine, an 
automatic loader, and a shuttle car, whose combined 
cost adds up to a $60,000 coal mining team, must be 
kept in top shape to justify the heavy investment. 


and shovel. 


So mechanized mining, with its need for keeping 
machines in good running order, has created a new 
kind of “miner”—the machinist, the electrician, the 
welder, who keeps mine horsepower on the go. 


BITUMINOUS COAL . . . LIGHTS THE WAY. . . FUELS THE FIRES 


4 


Modern mining practices are a far cry 
from those of ‘‘pick and shovel’’ days. 
Today mines are ‘‘blueprinted’’ in ad- 
vance. Backed by facts learned from 
geological surveys, engineers can plan 
mine layout, without running into 
costly alterations due to unexpected 
faults in rock and seam formations. 


Such planning permits speedy han- 
dling of coal from seam to surface for 
washing, sizing and grading in prepa- 
ration plants. The result is mass pro- 
duction of many grades of coal, each 
especially adapted to efficient use in 
one or another of the many different 
types of furnaces in America’s homes 
and industries. 


BITUMINOUS &> COAL 


BITUMINOUS COAL INSTITUTE 
A DerartMent oF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 


Mine near West Frankfort 






, Tl. 


POWERS THE PROGRESS OF AMERICA 
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~Electronic BILL COMPUTATION 


— 


operations automatically: 


Determines consumption. 
Applies meter constants. 


Considers meter turns for 3, 4, 
and 5 dial meters. 
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Automatically... 


by the IBM ELECTRONIC CALCULATING PUNCH 


Computation of utility bills is greatly speeded by the IBM Electronic Calcu- 
lating Punch, a highly flexible machine which performs the following 


Calculates total consumption 
for combined meters and meter 
changes. 


Extends bill amounts in accord- 
ance with rate schedule blocks. 


Computes fuel adjustment amounts. 


Determines total bill amount by 
adding consumption charge to fuel 
adjustment amount. 


Calculates prorated bill amount if 
period is irregular. 


-Determines whether minimum 


charge applies. 


Punches consumption, fuel adjust- 
ment, and bill amount into billing 
cards. 


This Electronic machine performs the computation for all bills, including that 
for irregular bills, at a uniform speed of 100 cards a minute. 
Our descriptive booklet, “Customer Accounting For Electric, Gas, and Water 


Utilities” is available upon request. 











INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Avenue, New York 22,N.Y. | 
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NG IN YEARS... 





WE'RE you 


... But proud of our many accomplishments in our 
first four years. 

With the completion of our major construction and 
expansion program only a short way off, we are now 
offering greatly improved service to all our customers. 
This has brought about a consid- 
erable increase in the number of 
customers and the revenue. Start- 
ing four years ago with only a 
skeleton group in all departments, 
our personnel has been brought 
up to full operating strength... 
Each employee a valued link in 
the complete organization. 

We are proud of our progress 
and proud to be a member of 
American Gas Association. AGA 
has been the motivating force be- 
hind the growth of the GAS indus- 
try. We extend our hearty welcome 
to those who attend the Convention. 























. ee 
‘ ee 
. —“ oe 


Hs Better. AB (W 


INDIANA GAS & WATER COMPANY, INC. 
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Whe 
Analysts 
Journal 








for every well-informed 
Publie Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 





Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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* HAVRE ® KENMARE \ 
® CONRAD GLASGOW 
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PRAPID city 


WYOMING: 


Gas, the clean blue flame is a 
“top hand” in the heart of the 
west. 40,000 customers say— 
GAS HAS GOT IT—PARDNER! 





MONTANA-DAKOTA UTILITIES CO. 


“IN THE COMMUNITY TO SERVE” 
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what we really 





make is 


time! 











Little blocks, say 2’’ x 4’’ x 8’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424Farmers Bank Building 
Pittsburgh 22, Pennsylvania 


PITTSBURGH, 


Offices in 50 Principal Cities 
World-Wide Building Service 





Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12"' dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel constructiof is quick, dry, clean, aod 
offers an interesting medium of architectur 
expression. 


PA. 
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More 





for 
California! 





| Mechanical Giant Hard at Work 
| on P. G. and E.’s “Super Inch” Pipeline 


In Northern and Central California, universal recognition by 
customers that “Gas Has Got It” has put the Pacific Gas and Electric 
Company hard at work supplying “More Of It.” 


The big job is the building of P. G. and E.’s “Super Inch” pipe- 
line—506 miles of a 1600-mile system that will bring natural gas to 
California from Texas and New Mexico. First deliveries are due 
to begin January 1, 1951, at the rate of 150 million cubic feet per day. 
In 1952 it is planned to increase deliveries to 300 million cubic feet 


per day. 


The “Super Inch” is 34 inches in diameter—the largest diameter 
pipeline ever built for high-pressure transmission of natural gas. 





-P-G-~E: Pacific Gas and Electric Company 


87X-1049 
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for 100 years...in Dayton 





NE hundred years ago—February 6, 1849, 

to be exact—the first gas was turned on in 
the homes of Dayton, Ohio. It was artificial 
gas, manufactured from animal greases by a 
process known as Grutchett’s Solar Gas. 
Piped to the homes in gas mains of thin 
stovepipe coated with a lime mortar, this 
early gas literally leaked its way almost out 
of business—until the old Dayton Gas Light 
and Coke Company began using new gas 
lines of cast iron, and in 1851 resorted to 
manufacturing gas from coal brought from 
Cincinnati on canal boats. 

In 1889, natural gas was introduced to 
Dayton by The Dayton Natural Gas Com- 
pany. No meters were used, domestic con- 


THE DAYTON POWER 





sumption being figured at so much a burner, 
and industrial consumption costs based on 
the previous year’s coal bill, with the labor 
cost of shoveling the coal into the boilers 
not even taken into account! 

From those early days until this 100th 
Anniversary year, Dayton’s gas history has 
followed the progressive pattern of the gas 
industry, through a series of predecessor 
companies. In 1926 The Dayton Gas Com- 
pany was merged with The Dayton Power 
and Light Company, to become the Gas Di- 
vision of which we are so proud today— 
serving 120,980 gas customers in Southwest- 
ern Ohio, with gas distribution lines stretch- 
ing for 1253 miles. Each year proves anew, 
“GAS HAS GOT IT!” 


AND LIGHT COMPANY 
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Have you an up-to-date picture? 


O the facts in your hands now give you a 
clear, true picture of your consumers’ 
usage data... 


. or are your statistics (pardon us) out of 
focus? 


To get, and keep up-to-date pictures of usage 
| data, call regularly on the Recording and Sta- 
tistical Corporation. 


We can compile your data in % the time... 
and at 14 the usual cost of preparing it in your 
own offices. 


200,000 of your bills can be analyzed in one 
day by the remarkable Bill Frequency Ana- 
lyzer—an electro-mechanical device developed 
especially for this purpose. Consequently, the 
cost to you is but a small fraction of a cent 
per item. 


Get complete data 
“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. We will 
gladly send it to you upon request. 


This Bill Frequency Analyzer—developed especially 
for utility usage data—automatically classifies and 
adds in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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GMC ‘otiee: are as dente | as » Gatinaive ee 
on 300-900 models, frame-mounted, with top 
and sides of heavy, spring steel bumper stock. 





serge coon 







BACK OF THESE BUMPER-BAR’ GRILLES eee 


Best Engines in the 


The increasing popularity and acceptance 
of GMC trucks are reflected in current 
registration figures which show GMC mak- 
ing substantial gains in new truck sales. 
In fact, new GMC truck registrations are 
the highest in the Company’s history ac- 
cording to latest available figures. 


Much of this increase in registrations can 
be attributed to the famous GMC truck- 
built engine line. . 


. because everyone who 


GMC gasoline engines range from 
228 to 503 cu. in. displacement and 
from 95 to 190 horsepower. From 
the smallest to the largest, all are 
GMC-built ... all of war-renowned 
“Army Workhorse” design. 


GMC TRUCK & COACH DIVISION > 





TRUCKS 


Bus : Ss i 


DUSII 


1I€SS 


. 
does hauling work recognizes the engine 
as the ‘“‘heart’’ of any motor truck. 


GMC now offers an engine range to fit 
every vocational requirement. Each en- 
gine, gasoline or Diesel, is the most power- 
ful in its class with the most advanced 
features of design and construction ever 
offered by GMC. From every angle GMC 
truck engines are the ‘‘best in the busi- 
ness”’. . . and the best for your business. 








GMC Diesel trucks are powered by 
famous GM 2-cycle four and six 
cylinder Diesel engines that are 
outstanding for light weight and 
great economy. The four develops 
133 horsepower; the six, 200. 


GENERAL MOTORS CORPORATION 
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A Ten-Year Record of Achievement 
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MINNEAPOLIS GAS COMPANY 
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The new Texas to Michigan pipe line 
is nearing completion. Underground 
storage at Austin Field is in full opera- 
tion. So, on August 1, after a 3 year 
moratorium, we began accepting new 
house heating applications. 


These immediately began pouring in 
from our customers who wish to enjoy 
the added comfort and convenience of 
gas heat in their homes this winter. Up 





THAT’S HOW MANY OF OUR 
CUSTOMERS HAVE SWITCHED 
TO GAS HEAT SINCE AUGUST 1s?! 


to the close of business on September 
20 more than 72,000 new customers 
have filed application. 


We're working at full speed to take 
care of everyone, promptly and effi- 
ciently, with the continuing friendly 
service so well-known to all of our 
656,455 customers in ten Michigan 
communities. 


MICHIGAN CONSOLIDATED GAS COMPANY 
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| This is strictly 
| your problem ... but this needn’t be! 





@ You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 

One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 


If you would like to know more about our Public Utility 


Department, why not give us the opportunity to tell you? 


Tom P. WatKER—Vice President in charge 


IRVESG GUST 


gany) 


ONE WALL STREET ~ NEW YORK 15, N.Y. 





Capital Funds over $117,000,000 Total Resources over $1,100,000,000 


WituraM N,. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


| MEMBER FEDERAL DEPOSIT LNSURANCE CORPORATION 
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CLEVELAND 












The / i A SMALL FAST STURDY TRENCHER 
ASSURING REAL ECONOMY FOR UTILITY WORK 
The Model “92” although small and compact has the stamina to deliver the ultimate in 
production in all kinds of soil. Because of exceptional speed and maneuverability on the 
job and truck speed mobility between jobs you'll find the "92” the most versatile machine 
you ever used. The "92” cuts any length trench to full 5 foot depth and a width of 10 
to 20 inches and will dig a 10” trench within 22” of a side wall. Specially designed 
smooth-surfaced crawlers assure sure-footed traction and minimize damage. 


For Details and Specifications See Your CLEVELAND Distributor or write direct. 


5 
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Teamed with the 
MODEL T-5 TRAILER 
the MODEL “92” 
traveling at truck 
speed increases on- 
the-job working time 


o 


® f 4] 
THE CLEVELAND TRENCHER CO. 





20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
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LIGHT INDUSTRY 
likes LONG ISLAND 











More and more industries of a light or precision nature are 





moving to the Nassau-Suffolk area of Long Island and finding that 






they like their new location ... what’s equally important is that the 






feeling is mutual and Long Island likes these new enterprises. 





rr 






In this delightful area with its good roads, excellent schools and 


pleasant villages we find a population made up largely of single 






family home dwellers—people who take a pride in their community 
—_—_ 





and their work .. . folks ideally suited to handle precision work. 







Yes, from the various types of light industries and research 
laboratories already located on Long Island in the Nassau-Suffolk 






area it is clearly good business for you to look to Long Island as a 





likely spot for your light industrial operations. 








Our Industrial Development Department will be glad to furnish 
you with any facts you need. Why not write them today? 





Address: Business Development Manager 


| LONG ISLAND LIGHTING COMPANY 


MINEOLA, N. Y. 
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AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
iB LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE ®& 


+ SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


43 WRITE FOR CATALOG GOOS, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41], ILL 
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WE’RE AROUND THE TOWN ... 24 HOURS A DAY 
IN THE SERVICE OF BROOKLYN AND QUEENS 


And we have been these past hundred years. 


A full century ago, our oldest ancestor, The Brooklyn Gas Light Company, 
began to supply gas to the incorporated city of Brooklyn. With pride we 
look back .. . and find in every twelve month span some outstanding accom- 
plishment in labor and management, research, gas manufacturing, distribu- 


tion and service. 


A century of accomplishment is ours because many have made it so... the 
American Gas Industry, our employees, stockholders and customers... a 
far-sighted community. Our history is their story ... each one and all. 


As Brooklyn and Queens grew so did we. This great community stimulated 
our growth and we like to feel that we have repaid in kind. Our goal, as 
ever, is to continue to provide the best possible gas service at the lowest 


possible cost. 


THE BROOKLYN UNION GAS comPANY 


100 YEARS OF GAS SERVICE IN BROOKLYN & QUEENS 
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Management- Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 


agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 


porations in assignments which include the largest ever 


undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





e a 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON + CHARLES A. NICHOLLS ¢ PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5&5, NEW YORK 
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GAS bas got tt’ 


N keeping with the increased de- 


mand for gas service, the Iowa- 
Illinois Gas and Electric Company is 
in the midst of one of the biggest ex- 
pansion programs in its history. 


Serving thirteen thriving communi- 
ties in both industrial and farm sec- 
tions of western Illinois and central as 
well as eastern Iowa, the Company now 
furnishes natural gas to 89,626 cus- 
tomers. Since the end of the war, the 
number of gas customers has increased 
by 11.2%, and the amount of gas con- 


ILLINOIS! 


sumed by 65%. During the years of 
1949 to 1951, approximately $4,400,000 
will be spent on expansion and im- 
provement of the Company’s gas dis- 
tribution facilities. 


In this territory as in the country 
as a whole, more and more folks are 
learning from experience that ‘Gas 
Has Got It.” 


IOWA-ILLINOIS GAS 
AND ELECTRIC CO. 


IN IOWA AND 
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1949 PRICE CUTS HAVE CHANGED 


apacilor 
ECONOMICS 


It will pay you to re-evaluate 
The price of 25-kvar capacitor units has been cut 20 
to 23% in less than a year! These reductions on 25- 
kvar units and on capacitor equipments mean that you 
can now supply your system kilovars at a lower cost 


than ever before in history. 


These new low prices dictate a re-evaluation of 
capacitor economics. Proposed installations which 
were considered marginal less than a year ago are now 
an economic “must.” Additional installations. never 


before considered, may now be justified. 


Your G-E sales representative will be glad to help 
you determine the up-to-date capacitor economics 


of your system. Apparatus Dept., General Electric 


Company, Schenectady 5, N. Y. 








G-E Pyranol (R) capacitors, includ- 
ing the 25-kvar pole-mounted unit 
shown here, can be shipped from 
stock. Installation is simple and 
quick—they can be in service, re- 
leasing kilowatt capacity and im- 
proving voltage level, in a matter 
of weeks. 


A G-E capacitor is one of the most 
reliable pieces of electrical equip- 
ment you can install. The bushings 
are of glass, welded to the drawn 
steel container for a permanent 
hermetic seal. The use of low-loss 
Kraft paper impregnated with Py- 
ranol assures stable characteristics 
throughout a long operating life. 
In every respect, G-E capacitors are 
a proved product—proved through 
field experience measured not in 
years, but in decades. 


GENERAL ($6) ELECTRIC 
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DIVIDED FURNACE WITH 
CENTER WATER WALL 


The divided furnace with a CENTER 
WATER WALL? is a development first 
introduced by Springfield Boiler Co., for 
large central station installations. It has 
application where gas temperatures 
entering the first pass and superheater 
must be limited to prevent slagging. It 
enables a unit to stay on the line longer 
before shutting down for maintenance 
and cleaning. — 

The divided furnace construction has 
been highly dependable and successful 
in service. It is adaptable to any kind of 
firing. Springfield offers it on both bent 
tube and straight tube boiler designs. 
*Patented 





CONVENTIONAL FURNACE 









FURNACE WITH CENTER WATER WALLS == 
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These diagrams show how the center water wall made it possible for Springfield to 
reduce the height of furnace 22% on one 350,000 Ib. pulverized coal fired unit 
in addition to securing some 90° lower temperature at the first pass. Ask for 
information on this and other modern installations. 
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BATTERIES 


Exide-Manchex positive 
plate showing unique 
lead button construction. 








The new EXIDE-MANCHEX Battery 


For dependability and economy in 


SWITCHGEAR SERVICE 


You can always count on Exide-Manchex Batteries for depend- 
able, day-in, day-out performance in switchgear operations. 
They provide improved electrical characteristics, deliver 
increased power (watt) output per unit of space, and assure 
long battery life with low cost maintenance. 


The many fine qualities of Exide-Manchex Batteries are due 
chiefly to the manchester positive plate with its unique lead 
button construction. The buttons, rolled strips of corrugated 
lead, are pressed into holes of the lead antimony grid. Forming 
action expands the buttons and locks them securely in place. 
Only a comparatively small portion of the total lead in the 
buttons is formed initially into active material; the remainder 
is available for gradual conversion in service. 


Use the new Exide-Manchex Battery for switchgear service, 
stand-by power and other stationary battery applications. It 
provides up to 100% more capacity in the same given space. 


1888 ... DEPENDABLE BATTERIES FOR 61 YEARS... 1949 


“Exide!” Reg. Trade-mark U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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“FKelping Build 


the Great Southwest” 


-».our Slogan and our Pledge 


CITIES SERVED 


by Southern Union 


TEXAS 
Austin 
denny Galveston 
Monehans Port Arthur : 
McCamey Griffing Par 
Wink Groves 
_—_ Lakeview 
— Nederland 
poe Pear Ridge 
ae Port Neches 
onal Port Acres 
sca 
NEW MEX! co 
c 
Albuqueray = 
ey - Covington 
oving 
+ Me Bernalillo 
Ror ity Gate) — 
Carlsbad nie 
— Lake Arthur 
pe Los Lunes 
meal — 
Farmington 


COLORADO 


Durango 


ee Union has grown up 
with the Southwest during 
the past twenty-one years and 
pledges its continued coopera- 
tion in the further development 
of this resourceful empire. 


Today, Southern Union is pro- 
viding Natural Gas service to 
more than 160,000 consumers 
. both domestic and industrial 
.in 42 towns and cities in 
Texas, New Mexico and Colo- 
rado. 


South exalJunion @as 


Mv fo cry Y, 


HOME OFFICE: BURT BUILDING, DALLAS, TEXAS 
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1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


Why not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 
Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 


Boston - Philadelphia - Chicago - Los Angeles - San Francisco 


Representatives in all Principal Cities 







































For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 


Sunstrand Wire Rope is made on the 
ist most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


= —— 


Write today for our price list and com- 
plete information on Sunstrand Wire 
Rope for utility uses. 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 


UNSTRAND 


SUNBURY WIRE ROPE 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 








Ter Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 








Water users per shift can, under ordinary condi- 
troubled with trash are tions, keep the racks clean for a 
invited to write for 
new descriptive rack dozen bays. 


rake catalog. 





NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORE WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














Ford, Bacon & Davis 
vanserens ENGineers -outecro" 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 











ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Reading @ New York © Houston Personnel Relations 
Inspections and Surveys Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








Mention the FortNiGHTLY—I¢ identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 








FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








— HENKELS & McCOY —— 














Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF wars 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANOB TREE TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 




















HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE . COLUMBUS, OHIO 











yy) é 
VOI HUMMVICE 


CONSTRUCTORS 


Washington 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








f Complete Services for GAS and ELECTRIC Utilities 


DESIGNING * ENGINEERING ¢ CONSTRUCTION 
PIPING © EQUIPMENT ¢« SURVEYS ¢ PLANS 





Complete Plants, Additions or Installations . . 


every detail geared to more profitable operation. ¥ ENGINEERS * CONSTRUCTORS © MANUFACTURERS 


908 Grand Ave., KANSAS CITY 6, MISSOURI — 


See Sweets Files, Refinery Cotalog, etc., for details 











SANDERSON & PORTER 


ENGINEERS 
AND 
CONSTRUCTORS 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports——A ppraisals 


Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. EARL L. CARTER 


FRANCIS S. FRIEL Consulting Engineer 
Consulting Engineers REGISTERED IN INDIANA, NEW YORK, OHIO, 
Water, Sewage and Industrial Waste Problems PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Airfields, Refuse Incinerators, Industrial Buildings 


City Planning, Reports, Valuations, Laboratory Public Utility Valuations, Reports and 


Original Cost Studies. 











121 SOUTH BROAD STREET § © PHILADELPHIA 7 910 Electric Building Indianapolis, ind. 
BLACK & VEATCH W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS Consulting Engineers 
Appraisals, investigations and re- Load and Capacity Studies — Rate Cases 
ports, design and supervision of con- Financial Planning 
struction of Public Utility Properties Investigations — Reports — Supervision 


4706 BROADWAY KANSAS CITY, MO. 55 Liberty Street New York 5 











~ Ot 











Mention the FortNiGHTLY—I¢t identifies your inquiry 
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PROFESSIONAL DIRECTORY 
(concluded) 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Augusteate - Investigations - Reports 
in connection with 

rate inquiries, depreciation, fixed capital 

reclassification, original cost, security issues. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHIcAGo 








A. S. SCHULMAN ELECTRIC Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 


COMMERCIAL INSTALLATIONS 


537 SouTH DEARBORN St. CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 


w 
P -W 














WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 

















MAXIMUM CONTACT 
provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 


ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


-PENN- TT. 


COnouc TOR FITTinGg ™S 


Mention the FortnicHtLy—It identifies your inquiry 











56 Public Utilities Fortnightly 


October 27, 1949 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
Albright & Friel, Inc., Engineers .............. 54 
American Appraisal Company, The ...........- 52 
B 
Babcock & Wilcox Company, The ............- 4-5 


Barber Gas Burner Seneaaye The ..Inside Front Cover 








Barber-Greene Company ......... Inside Back Cover 
Bituminous Coal Institute $OLeeSoeoocccodecceses 27 
Black & Veatch, C iting E B svveccesve 54 
Brooklyn Union Gas Company, The occccccccece 43 
c 
*Cambridge Tile Mfg. Co., The .......++++0+5 
Carter, Earl L., Consultin p Ee. Secesocese 54 
Cleveland Trencher Geng VEO ccccccccccccccces 40 
*Cochrane Corporation .......-..eseecceeeeeee 
Columbia Gas System, Inc., The ........-.+4+5 11 
Combustion Engineering—Superheater, Inc. ..... 16-17 
D 
Day & Zimmermann, inc., Engineers ........... 52 
Dayton Power and Light Company, The .. 34 
Delta-Star Electric Company ......... . 
Dodge Division of Chrysler "Carp. cecces . 24 
E 
Ebasco Services, Incorporated ...........-.+++- 21 
Electric rege Battery Company, The ......... 48 
Electrical Testing Laboratories, Inc. ...........- 52 
F 
First Boston Corporation, The ........-.++-ee0+5 7 
Ford, Bacen & Davis, Inc., Engineers ......... 52 
*Formica Company, The .......--.+eeeeeeeeeee 
G 
General Electric Company ...........-seeeeees 46 
Georgeson & Company ........-.eeeeeeeeceee 50 
GMC Truck and Coach Division .............+. 36 
Gilbert Associates, Inc., Engineers ...........++- 52 
Gilman, W. C., & Company, Engineers ........ 54 
Grinnell Company, Inc. .......0e ce eeeeeeeeeee 22 
H 
Harris, Frederic R., Inc., Engineers ............ 53 
Henkels & McCoy, Contractors ....cccccccccce 53 
Hoosier Engineering Company ..........++-++++ 53 
1 
Indiana Gas & Water Company, Inc. ........... 29 
international Business Machines Corporation .... 28 
International Harvester Company, Inc. ......... 18 
lowa-illinois Gas and Electric Company ....... 45 
Irving Trust Company ....... 6... eee cece ee eeee 39 


Professional Directory 


*Fortnightly advertisers not in this issue. 


LL LL 
(GROSS OEMS ETT SS ES SS TS 








J 
Jackson & Moreland, Engineers ............+.++ 55 
Jensen, Bowen & Farrell, Bagieeers .ccccccccccs 55 
K 
RS 44 
Kinnear a Company, The .......... 13 
Kuljian Corporation, The, Engineers ............ 53 
L 
Laclede Gas Light Company, The ........... coe 20 
*Leece-Neville Company, The ...........see0. 
Leffer, William S., Engineers ........+s+seeees 53 
—_ os ste. En EEBEUD ccccececcccoccecoce 53 
ong Island Lighting Company .............ee0+% 41 
— N. A., & Geupeny eccccccccccccccccs 53 
SO Se GE, GED ceccccseccccesssncese 55 
oe 
*Main, Chas. T., Inc., Engineers ..........+++- 
Mercoid Corporation, TED ceccccsccocccoesoccece 42 
Michigan Consolidated Gas Company ........... 38 
Minneapolis Gas Company ..........eceeeeeees 37 
Montana-Dakota Utilities Co. ..........eeeeeees 31 
N 
New York Society of Security Analysts, Inc. ..... 30 
Newport News Shipbuilding & Dry Dock Co. ..... 51 
P 
Pacific Gas and Electric Company .............. 33 
Penn-Union Electric Corporation ..........+++. 55 
*Permanente Metals Corporation ...........++.- 
Pioneer ot a 2 & Engineering Company ........ 54 
Pritchard, J. F., & Company .........eeeeeees 54 
R 
Recording & Statistical Corp. ..........-esee0. 35 
SU GONE TER. ccccecccccecccesocceseee 9 
Robertson, H. H., Company ........-.eseeeee% 32 
s 
. Sanderson & Porter, Engineers ..........++-++ 54 
Sergent & Lundy, Engineers ..........0ees000% 54 
Schulman, A. S. Electric Co., , Contractors eoccce 55 
Sloan, Cook & Lowe, C g BS ceccece 55 
*Southern Coal Company, tose eccccce cccccce ° 
Southern Union Gas Company ....... ecceccocce 4g 
Sprenmens Gamer Sew cccocccccccceccocccessce 47 
Sunbury Wire Rope Mfg. Company .............- 50 
U 
United Engineers & Constructors, Inc. ....... 15 
United Gas Improvement Company, The ........ 19 
Deen Saeestees GO. ccccccccccccvcccccsecces 26 
*United States Rubber GOMER cc ccccsceseceoe 
United States Testing Co., Inc, .......eeeeeees 55 
w 


Washington Gas Light Company .. .Outside Back Cover 
Westcott & Mapes, Inc. 55 
White, J. G., Engineering Corporation, The ... 54 


eee eee eee eee eee eee) 





Barber- 





en 
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SOME ADVANTAGES @ Range of 10 Digging 
OF THE B-G DITCHER 


Speeds 
@ Tractor Type Pneumatic 


@ 15 m.p.h. Road Speed Tires 


Release 
Hydraulic Boom Control 


Vertical Boom 


G reene (:"- 


@ All-Weather Traction 
@ Hydraulic Brakes 

@ Automotive Steering 
@ Year-round Operation 


Wedel 705 ROAD SPEED 15 M.P.H. 


H.'s the machine that’s been sorely needed in 
scattered service trenching . . . it's the B-G Runabout 
Ditcher, driven from job to job by its operator at 15 
m.p.h. Cutting 512” wide and down to 4’ deep, the 
Runabout offers ten cutting speeds for most efficiently 
meeting the local conditions. It has proved its ability 
to cut through such difficult materials as | frozen ground 
and bituminous pavement. 

Mounted on pneumatic tires, this Ditcher is easy on 
walks and lawns, making it ideal for house connections. 
Simply raising the boom makes it ready for travel. 


BARBER ~- GREENE” COMPANY» AURORA, 


Cada 





LOADERS PERMANENT .., PORTABLE CONVEYORS 


. es PY 


coat MACHINES 


Requiring no trailer, the Runabout is a completely one- 
man machine, establishing a new standard of economy 
in ditching for gas, telephone, water and power lines. 
It is ready for work at the next job upon arrival. No 
unloading, no adjustments, no conversion parts. De- 
signed for simple operation and easy servicing, the 
B-G 705 Ditcher uses IHC-1-6 Tractor Components. For 
complete information about this and other B-G Ditchers, 
see your Barber-Greene Representative or write, Barber- 
Greene Company, Aurora, Illinois. 100A 


ILLINOIS 


J 
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BITUMINOUS PLANTS FINISHERS DITCHERS 
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